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TUESDAY, JULY 8, 1958 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Helena, Mont. 

The committee met, pursuant to notice, at 9 a. m., in the Senate 
Chambers, State Capitol, Helena, Mont., Senator Warren G. Mag- 
nuson, and Senator Smathers (presiding). 

Senator Magnuson. The committee will come to order. 

First of all, on behalf of the Senate Committee on Interstate and 
Foreign Commerce I want to express our appreciation to all of you 
for being here today on this matter which we expect to consider today. 

We are glad to be in Montana. I am not much of a stranger to 
Montana, and although the distinguished Senator from Kansas may 
not have been here physically too many times, the State of Kansas 
has a great deal in common with the State of Montana, with 1 or 2 
exceptions. The Senator from Florida is on his way here. He had 
a little transportation problem, and if I had another day here to hold 
hearings I would like to discuss that with the residents of Montana. 
Of course we handle the aviation part of interstate commerce also, 
and I think there could be a great improvement in that. I don’t think 
you are getting the service to which you are entitled, but we hope we 
can be helpful in convincing some of the carriers that it should be 
improved. 

We have with us here this morning the distinguished former Sen- 
ator and long-time resident of Montana, a former chairman of the 
Senate Committee on Interstate and Foreign Commerce, Burton K. 
Wheeler, who probably knows more about this problem from his per- 
sonal experience than any of the rest of us, and I am glad that he 
could be here this morning. I am sure you all know him. 

We want to finish the hearing today if possible. We did have this 
opportunity to come out to the West, but we are somewhat like refu- 
gees from the Senate, because most of the members have to be back 
in Washington tomorrow or Thursday at the latest. 

Now we, as members of the committee, are here in response to re- 
peated requests of citizens of Montana that the Committee on Inter- 
state and Foreign Commerce hold a hearing here to enable the people 
here to express their views on this subject. Freight rates are ex- 
tremely important because they play such a vital role in the State of 
Montana as well as other Western States, and the committee of course 
is glad to hear the various statements that are presented at this hear- 
ing. 

NoTe.—Staff members assigned to this hearing: Frank L. Barton and Vera Rudolph. 


1 
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Mr. Frank Barton, our chief counsel, is present, and I understand 
he has reecived several requests to be heard, and has taken the names 
of those who wish to appear as witnesses, and he has statements which 
have already been submitted. Of course we will keep the meeting 
open for anyone who wishes to submit further evidence in the rec ord. 
We do hope that those of you who have long and repetitious state- 
ments will be able to summarize them and give us the highlights, to 
shorten the hearing, since the complete statements will be plac ed in 
the record. 

Senator Mansfield and Senator Murray both expressed their regrets 
that they couldn’t be here at this time. We have a letter here from 
Senator Mansfield which I want to place in the record, and also a short 
statement from Senator Murray. Since neither of these Senators are 
on the committee, they of course are not involved in the jurisdiction 
of this question, but they did express their regrets that they could 
not be here. 

(The letter from Senator Mansfield follows :) 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 8, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Helena, Mont. 


Dear Mr. CHAIRMAN: On behalf of my distinguished Montana colleagues in 
Congress, Senator James E. Murray and Congressmen Lee Metcalf and LeRoy 
Anderson, I want to welcome the members and staff of the Senate Interstate 
and Foreign Commerce Committee to Montana’s capital city, Helena. Montana 
is indeed fortunate to have Senator Warren G. Magnuson, distinguished chair- 
man of the Senate Committee, Senator George Smathers, able chairman of the 
Surface Transportation Subcommittee, and Senator Andrew Schoeppel, the 
ranking minority member of the same subcommittee, present at this important 
1-day hearing at which Montanans will be given an opportunity to air their views 
on the freight-rate situation in Montana. 

For many years now, Montana representatives in Congress have received re- 
peated protests on the effect of the current freight rate structure on the com- 
mercial and economic development of the Treasure State. Because of Montana’s 
northwesterly location freight rates are of great importance to the State. All 
interested Montanans will have an opportunity to express their views today, both 
pro and con. 

According to preliminary testimony submitted to the delegation, it is evident 
that there is a divergence of opinion as to how the freight rates affect Montana 
residents and industry. I sincerely hope that out of this hearing the committee 
will be able to make recommendations as to the adequacy of the present freight 
rate schedule to Montana. 

I had hoped, as did the other members of the delegation, that we could be in 
Helena to participate in this hearing, but unfortunately congressional business 
of importance to the State prevents us from being with our friends and colleagues 
today. 

This is a matter of grave concern to all of us, and we hope that this oppor- 
tunity will be utilized to its full advantage. 

I wish to extend my best personal wishes to all gathered in the Senate 
Chamber today, and I hope this hearing will be a grand success. The full Mon- 
tana delegation is personally grateful for the time taken out of your busy 
schedules to consider this problem so vitally important to our State. 

Sincerely yours, 
MIKE MANSFIELD. 


Senator Maenuson. I think the committee does understand the 
basic problem involved here, which is the question of the difference 
or discrepancy between commodity rates and what we call class rates. 

Here comes Senator Smathers now. I have just opened the meet- 
ing, Senator. I have outlined briefly the purpose of the hearing and 
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put in the record a letter from Senator Mansfield and a short state- 
ment from Senator Murray. 

I want to point out that the distinguished Senator from Florida, 
George A. Smathers, is the head of the Surface Transportation Sub- 
committee, which is a large committee that has jurisdiction over sur- 
face transportation. He has just finished a long series of hearings on 
railroads and freight rates and other matters pertaining thereto. He 
and the Senator from Kansas, who is also a ranking member of his 
subcommittee, have had an opportunity to become, at least to try to 
become, specialists in certain phases of interstate commerce. 

Following is a staff memo on this subject that we will insert at this 
point. 


(The memo is as follows :) 


MEMO: RATLROAD CLASS RATES IN THE UNITED STATES 


In this country, freight rates generally fall into two categories, namely, ciuss 
rates and commodity rates. Class rates are published to apply between all 
points in the United States. They are used principally to arrive at freight 
charges on less-than-carload shipments and carload shipments where there is no 
regular or consistent movement. Class rates are usually based on distance, 
first class or class 100 being the base rate and with other classes taking percent- 
ages thereof. ‘These rates are used in connection with freight classifications that 
are territorywide or national in application. 

The cost of shipment on class rates in dollars and cents is obtained by the 
use of the two factors. One is a first-class rate scale and the other is a freight 
classification. The first-class rate scale is a mileage scale, which means that it 
is divided into mileage blocks, in which the first-class rate increases as the 
distance increases but in a lesser proportion. For instance, on a given first-class 
rate scale for a haul of 50 miles the charge might be 47 cents per 100 pounds; 
for 100 miles, 62 cents; for 400 miles, 109 cents; and for 1,000 miles the charge 
would be 182 cents. 

A freight classification, the second element, is a list containing a description 
of almost every commodity moving as freight and the class or classes to which 
it is assigned, that is, its classification rating or ratings. First class, known 
also as class 100, is the standard class, and the remaining classes are related 
to it by percentages. For example, articles given a classification rating of 
second class, which is 85 percent of first class, move at 85 percent of the first- 
class rate, while those assigned third class, 70 percent of the first-class rate, 
and so on. 

An obvious advantage of the use of a freight classification is the grouping of 
a large number of items into a limited number of classes, thereby avoiding the 
necessity of publishing freight tariffs containing every charge for each com- 
modity for every possible distance and for every possible volume and kind of 
packing. In the freight classification is also a statement of the regulations 
governing the carrier-shipper relationship, packing specifications, and minimum 
weights applicable to freight shipments. 

There are also in effect, in various sections of this country, so-called exceptions, 
ratings applicable on particular commodities which are usually lower than the 
ratings provided in the classifications. These ratings, for the most part, apply 
only within given territories. 

The Commission’s waybill study for 1953 shows the carload revenue distribu- 
tion from interstate freight traffic by type of rate as follows: 


[Percent] 


United States Within 
| to United | Mountain 
States Pacific 
Olass rate traffic.............- es i a“ ‘ plidttibtcenbes 5 2 
Commodity rate traffic : : 79 95 
Exceptions rated _ _- ; ; 13 0 
SIRE inn in ndnabianae der ‘ ee i sci 3 3 


Total a eeindeae ‘ 7 wii Saiae ssciaitsiescadeiis 100 100 
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In Docket 28300 (281 I. C. C. 213), the Commission prescribed a uniform system 
of class rates for application between points in the United States, roughly de- 
scribed as lying east of the Rocky Mountains or east of the Mountain Pacific 
group. These rates became effective May 30, 1952, and are governed by a uni- 
form classification of freight which the carriers were required to establish in 
connection with the Docket 28300 rates. 

In a later decision, Dockets 30416 and 30660 (296 I. C. C. 555), the Commis- 
sion prescribed maximum reasonable class rates for application between points 
in Mountain Pacific territory and between that territory and the remainder of 
the United States east thereof. Mountain Pacific territory includes points lying 
on and generally westward of the following line: the western boundaries of the 
States of North Dakota, South Dakota, and Nebraska, south to the main line 
of the Union Pacific Railroad Co., thence along such railway west to Cheyenne, 
Wyo., thence south on the line of the Colorado & Southern Railway Co., and 
paralleling railroads passing through Denver, Pueblo, and Trinidad, Colo., to the 
border of the State of New Mexico, thence successively east, south, and west 
along the latter border to the international boundary, the Rio Grande River. 

The rates prescribed within Mountain Pacific territory range generally from 
15.5 to 22.5 percent higher than the Docket 28300 scale for comparable distances. 
For example: 

Class 100 rate in cents per 100 pounds 


Docket 30416 | Docket 28300 


ai eh tN Neer AGRE TMT a Nt it eet 
NE oie panpucannanank gnapengedghenresengecoessesecaneceeseenao : 132 114 
PID oan Sedvwcensnctendape see disi di nliWasosdnwsens endtcoaens 272 | 231 


are cncienncdsdneddasatcteceta ss soc ag teh beedties hoses 4d ~----| 416 | 345 

Between points in Mountain Pacific territory and points in Docket 28300 terri- 
tory east thereof, the rates are not made on any specific mileage formula. 
Chicago, IIL, is the base group and rates from points in groups east thereof are 
made percentages over Chicago; and from groups west thereof the rates made 
percentages under Chicago. The prescribed class 100 base rate from Chicago to 
the north and south Pacific coast terminals was 680* cents. From New York to 
the coast terminals the rate was made 120 percent of the Chicago rate of 8167 
cents. These rates, including subsequent authorized increases, became effective 
September 1, 1956, and resulted in substantial reductions over the class rates in 
effect prior to that date. For example, between New York and north and south 
Pacific coast terminal points, the rates were reduced 19.9 percent. Between Chi- 
cago and the same points the rates were reduced 27.3 percent. Rates to and from 
groups in Mountain Pacific territory other than the Pacific coast terminals were 
graded westward from the 28300 border points to a maximum reached at the 
coast group. 

The class rates prescribed in Dockets 28300 and 30416 and 30660 are governed 
by the same classification. This means that a given article takes the same classi- 
fication rating when moving under the class rates prescribed in these proceedings. 

Strict application of the Docket 28300 scale from Chicago to representative 
Montana points would produce the following class 100 rates as compared with 
those prescribed in Docket 30660: 


| 





| Miles Docket Docket 
28300 ! 30660 1 
i ail a a earns Saas 
ee ee 1, 459 | 600 | 698 
PE iemaccccceee 1, 224 433 598 
Great Falls-_-.--- kee cen ibs 1, 435 | 194 675 
ote ah akan nas 1, 440 | 594 690 
I  itiigtnmennmininn 1, 570 | 628 738 


1 Rates include all ex parte increases except 212. 


Commodity rates are those published to apply specifically on a commodity 
or a group of related commodities, and such rates are made lower than the 


ms These rates do not include Ex Parte 175 increases and those established subsequent 
ereto. 
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class rates in effect when the commodity rates are established. Commodity rates 
are published to take care of regular or consistent movements of a commodity 
from a point or points of production to known places of consumption. The great 
bulk of carload traffic in this country moves on commodity rates. 

There are in effect to and from points in Montana from and to numerous points 
in other States, carload commodity rates on a large number of articles. These 
commodity rates, for the most part, were voluntarily established by the railroads 
to encourage the movement of the articles of which they apply, and are not 
constructed on any basis prescribed by the Commission. 

Although, as previously stated, commodity rates when established are lower 
than the class rates, since the reduced class rates in Dockets 30416 and 30660 
became effective in September 1956, many commodity rates to and from points 
in Montana, as well as the remainder of Montana-Pacific territory, established 
years ago, are higher than class rates. When that is true, the commodity rate 
has no application and the lower class rate applies. 

Below are shown commodity rates to and from points in Montana as illustrative 
of those which are lower than the class rate on the same article, together with 
the Docket 30660 and 28300 class rates for comparison. 


{Rates are in cents per 100 pounds and do not include Ex parte 212 general increases] 














| What rate 
Commodity | Docket 30660} would be 
rate | Classrate | under docket 
|} 28300 class- 
| rate scale 
From Helena, Mont., to puaanae, Ill.: 
Beans and peas, dried - eee cents 100 | 242 | 208 
Minimam weight. ea pounds 70, 000 | 36, 006 | 36, 000 
From Anaconda, Mont., to C ‘hic: ago, TL.: | 
Copper bars, lead bars. eae cents__| 117.7 | 247 | 213 
DN WOORNNG soi fist oo ch des eddcdasds pounds 40, COO | 40, 000 36, 000 
From Chicago, IIL, to 
Great Falls, Mont.: 
PRIOR. bins not b aneodoneeqag whcinke ake yk gle 661 675 594 
Ra iithaen Woignt.. . /.-.-.---<.<.-- ..- pounds 10, 000 10, 000 10, 000 
Refrigerators svishusett. Soak cents__| 336 372 327 
Minimum wei ight _ Pe eee suneala pounds__| 30, 000 18, 000 18, 000 
Washing machines__..._..-.---- ancied cents 390 405 356 
Minimum weight. -._-.--- oie nciasiainee algo 26, 000 16, 000 16, 000 


We will now proceed with the presentation of witnesses. Senator 
Smathers, I also pointed out that we have a man with us today who 
just happens to be vacationing in Montana, but who is vitally inter- 
ested in this subject, having for so many, many years been involved 
inthis problem. Of course, he is Burton K. Wheeler. 

I want to say at the outset that 1 wish to turn this meeting over 
to the chairman of the Subcommittee on Surface Transportation, so 
that he will be the chairman from now on, and I will just be an ob- 
server. 

Senator Smatuers. Well, I will be glad to do it, but in view of the 
fact that you are my senior in many ways except in age, I feel that 
it would be more fitting that you preside at this hearing. 

Senator Maenuson. Thank you, Senator Smathers. I would like 
to have you take over at this point. 

Senator Smatuers. All right. 

The first witness is Mr. H. C. Larson, who is the rate expert for 
the Board of Railroad Commissioners of the State of Montana. We 
will be glad to hear from you, Mr. Larson. 
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STATEMENT OF H. C. LARSON, RATE EXPERT, BOARD OF RAILROAD 
COMMISSIONERS OF THE STATE OF MONTANA 


Mr. Larson. Mr. Chairman, Senator Magnuson, Senator Schoeppel, 
and gentlemen, in view of the fact that the statement prepared by the 
Montana commission relates primarily to class rates, | think it might 
be well at this point to go into a short explanation of rate classifica- 
tions and class rates. 

Senator SMatHeErs. Now, Mr. Larson, would you point out merely 
for the record the makeup of the board of railroad commissioners. 
Are the members appointed or are they elected, or what is the makeup 
of the board ? 

Mr. Larson. The members of the Board of Railroad Commissioners 
of the State of Montana are elected. 

Senator Smatuers. For a definite term? 

Mr. Larson. For a definite term. 

Senator Smarners. And how many members are there / 

Mr. Larson. Three. The board consists of Paul Smith, Austin 
Middleton, and Ory Armstrong. 

Senator SmatHers. All right. Continue with your statement, Mr. 
Larson. 

Mr. Larson. The classification of freight consists of dividing all of 
the commodities offered for transportation into a limited number of 
groups of classes for rating purposes. Al] of those classes are used in 
conjunction with class rates, and it might be compared to the grading 
of grain, for instance. Grain is graded on the ale of qui lity, and 
No. 1 quality sells at, we will say, $1.82, No. 2 sells at, we will say 
$1.50, and so on. The same thing is true of your class rating and 
your rates. 

On our chart here [indicating a chart drawn on a blackboard], in 
this column we have shown our ratings—200, 100, 85, and so on down. 
Those ratings are the percentage of class 100. The rates are for the 
most part predicated on mileage throughout the United States. In 
this class 100 rate the 28300 scale is predicated on a distance of 100 
miles. In other words, the rates are given for 100 miles, and to 
further clarify that I might mention that in your class 100, $1.59 
applies on such items as dry goods and so forth, as shown. Your class 
84 would apply on an item such as lawnmowers. When you get 
down to class 50, that is the lowest less carload rate you will find. 
The class 50 would apply on such items as steel hardware. Generally 
speaking, the rates below class 50 apply on carload, on carload ship- 
ments. Now the scale is for 100 miles, and as your mileage increases 
your rate, of course, increases along with it, with the same percentage 
relationship all the way through, but those are what we call class 

rates. In other words, you go to the classification to determine your 

rating, and from there you go to the class seale. Class rates generally 
cover ‘the lighter moving articles. 

A commodity rate is a specific rate published on a specific item 
between specific — Some of the heavier moving commodities 
such as lime, wheat, gravel, sand, and coal invariably move on com- 
modity rates, and the reason for that is because it is low-grade mer- 
chandise moving in quantity, which requires special rates. 

Going back to this scale, this is the scale that applies east of the 
Montana-North Dakota border. In this territory here [indicating | 
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that same scale would start at $1.84 a hundredweight, I believe, as 
against $1.59, or approximately 16 percent higher, and that is prob- 
ably the greatest cause of the dissatisfaction with the Montana freight 
rates. 

Senator Smatuers. May I ask a question at this point ? 

Mr. Larson. Yes; you may. 

Senator Smaruers. You say that applies to the Montana-North 
Dakota border ? 

Mr. Larson. That is correct. 

Senator Smaruers. So the minute you get east of that border the 
rate is what you have listed here? 

Mr. Larson. That is right. 

Senator Smarners. And the minute you come west of it the rate is 
16 percent higher ? 

Mr. Larson. That is right, and west of the border at distances of 
1,300 miles the difference is increased to 23.6 percent. 

Now, in September 1956, there was an adjustment in rates out here, 
and that eliminated one of the problems as far as Montana is con- 
cerned, it removed the hump on shipments coming from the east into 
Montana. Prior to that time there had been a large increase as soon 
as you came into Montana from the east, but we still have this variation 
that I have just mentioned. 

Senator SmarueErs. May | ask another question ? 

Mr. Larson. Go ahead. 

Senator Smaruers. ‘Tell me if you can, how did you bring about this 
adjustment in 19564 Did the ICC order it, did the railroads ask for 
it, or what was done, very briefly, Mr. Larson ? 

"Mr. Larson. Well, the adjustment that was made in dockets 30416 
and 30660, that is the scale that was published was the scale that was 
proposed by the railroads. In other words, at the time the imterim 
scale was put in effect, the railroads proposed it, the ICC said O. K., 
and that then applied between all points to the Pacific Northwest 
territory, and between all points intraterritorially in Pacific Mountain 
territory, but this whole territory was put on a uniform basis in 1956. 
Note that this territory was subject to ratings published in the consoli- 
dated freight classification. In other words, we now use the same 
classification as the rest of the country. 

Mr. Barron. Was one of the hearings in connection with this matter 
held in Seattle ? 

Mr. Larson. I believe so. I wasn’t there, but I believe a hearing 
was held in Seattle. 

Now there may have been a good reason for the variation or dis- 
crepancy or disparity between the territories in the past. However, 
that reason has |: argely disappeared in view of the rapid development 
of the West and the increase in population, and there is a considerable 
amount of evidence which indicates that transportation costs in this 
area are comparable to the transportation costs of some of the other 
areas which enjoy lower rates. 

Senator Smaruers. Let me ask one question. In the light of what 
you said a minute ago it is my understanding that the change that 
occurred in 1956 put you on the same basis as all the other areas in the 
country 4 

Mr. Larson. It put us on the same basis, but it put us on a higher 
class-rate basis, which, as I said, runs up to 23.6 percent higher. 
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Senator Smaruers. So what you object to now is what we will call 
the uniform class-rate schedule ¢ 

Mr. Larson. What we object to is what we call the uniform class- 
rate scale in Mountain-Pacific territory as compared to the scale east 
of the Montana-North Dakota border. 

Senator Smaruers. You say that under the uniform class-rate scale 
it is very much higher west of the Montana border than it is east of 
the border, and that is what you are complaining about? 

Mr. Larson. That is right. It runs up to 23 percent higher. 

Senator Smaruers. And your contention is that the cost did not 
approximate the rise in the charges? 

Mr. Larson. No; I don’t think there was any testimony in 30416 
or 30660 which would indicate that there was a spread or a difference 
in costs on any length of haul which would be as much as 23.6 percent. 

Senator Smaruers. So you think this is an arbitrary setting of the 

rates which the Commission has approved that is not justified by the 
costs to the railroad in transporting these goods. Is that the point 
you want to make? 

Mr. Larson. That is right. We don’t think that the spread is 
justified in the class-rate scales. 

Senator Smatuers. How far west does that extend ? 

Mr. Larson. The scale that I am complaining about extends to the 
Pacific coast itself. 

Senator Smaruers. Has there been a complaint made by the Moun- 
tain and Pacific Coast States to the ICC on this point that you are 
raising now ¢ 

Mr. Larson. There has not. The decision establishing these rates 
was an interim decision, or an interim order, which may “be reviewed 
after a certain period of time which would dev elop whether or not the 
carriers were making too much or too little, whatever it may be. 

Senator Smaruprs. As far as you are concerned, and the people 
in Montana, you have already made up your minds that they are 

making too much ? 

Mr. Larson. No; we are not making up our minds that they are 

making too much. We have made up our minds that in comparison 

to the territory to the east we are being discriminated against. 

Senator Smaruers. Well, may I ask one further question. You 
are now here before this Senate committee voicing this grievance, but 
the ordinary machinery that is set up would be for you people to 

make this objection to the Interstate Commerce Commission. 

Mr. Larson. Well, that can be done. That is correct. 

Senator Smaruers. Do you plan to do that? 

Mr. Larson. I have not discussed that with the Montana people. 

Senator SmatrHeErs. Do you know whether any of the States further 
west of you have this same feeling about it, and plan to join with you 
in this matter ? 

Mr. Larson. I saw something about it with regard to Oregon and 
some of the other States, and 7 believe they have decided that for 
the time being they do not intend to reopen it. 

Senator Magnuson. W ell, who makes the final conclusion on the 
part of the other States? 

Mr. Larson. Well, I don’t know about that. 

Senator Macnuson. I can tell you that right now. 
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Senator Smaruers. Well, are there any shippers’ groups that are 
satisfied with the present uniform rate scale that is in effect west of 
the Montana border? 

Mr. Larson. I think there are people that are satisfied. 

Senator Smatuers. Why are they satisfied ¢ 

Mr. Larson. I couldn’t answer that, but I have seen statements 
to the effect that there are some people who do not wish to disturb 
the present setup. ; 

Senator Smatuers. Do they give any reason why? Are we going 
to have any of those people here to testify ? 

Senator Magnuson. Yes; they will testify as consumers. 

Senator Smaruers. All right. You go ahead, Mr. Larson. 

Mr. Barton. First, in connection with that hearing in Seattle that 
you referred to, where this subject matter came up—I take it that 
there were a large number of witnesses who appeared at that hearing, 
when the 28300 scale entered into this; is that true? 

Mr. Larson. There were hearings held throughout the country in 
connection with dockets 30416 and 30660, and there were a good many 
of the parties represented who held out for the 28300 scale at the time. 
There were also some parties represented at the time who weren’t 
pushing for either side, and I believe that there were three State com- 
missions that asked that the rates be established on the interim basis, 
including the Montana commission. 

Mr. Barton. I think you have answered my question, since you 
represent the Montana commission here. For the benefit of the record, 
did your commission go along with the scale that was eventually 
prescribed ? 

Mr. Larson. The Montana commission asked that it be established 
on an interim basis. In other words, I would say they didn’t go 
along with it, but they wanted to get something done before the 
proceeding should be brought to a conclusion in the ordinary manner. 

Senator Macenuson. Well, let me ask this. How long is an 
“interim” ? 

Mr. Larson. I wouldn’t know that. 

Senator Macnuson. Well, what did the Montana commission con- 
sider would be an “interim” ? 

Mr. Larson. I couldn’t tell you that. I wasn’t with the commission 
at that time. As a matter of fact I have been with the Montana 
commission only since September of last year. 

Senator Macnuson. Well, that interim status could go on for a long 
time; couldn’t it ? 

Mr. Larson. It could. That is correct. 

Senator Macnuson. There was nothing in the docket or in the 
ICC decision that specified the time when it should be reviewed ? 

Mr. Larson. There was not. 

Senator Macnuson. So itis an open end? 

Mr. Larson. That is correct. 

Senator Macnuson. I want to ask another question or two here, 
since you are familiar with this and we are going to have to pass on 
this. Going down to the reasons now for that move being made, and 
going along with them, in your judgment what was the railroad 


situation? Did you think that the railroads could absorb a revenue 
loss ¢ 
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Mr. Larson. The railroads at that time, I believe, protested re- 
garding revenue losses which would result from the adjustment. How- 
ever, at the present time I believe the railroads in this area are prob- 
ably more prosperous than the average railroad east of here. 

Senator Magnuson. Now, did that have an impact on your mining, 
agriculture, and your economy out here? 

Mr. Larson. I wouldn’t want to say that. I wouldn’t want to 
testify as to that. The mining products, ores, and commodities of 
that nature, do not move on class rates. We are including here only 
the items that move on class rates. 

Senator Magnuson. They move on commodity rates ? 

Mr. Larson. That is right. 

Senator Magnuson. I want to say that the statements from the 
railroads are a little better out here. Senator Schoeppel and Senator 
Smathers have been listening for weeks to the plight of the railroads. 

Mr. Larson. Well, I might make a further statement there, that 
as far as I know there are no railroads that are satisfied with their 
returns, but I believe that western railroads are in a better position 
generally than roads to the east. 

Senator Magnuson. I think we might make that statement, that 
western railroads and southwestern railroads are in a better position 
than the eastern railroads. 

Mr. Larson. Now I think up to now that our testimony has re- 
ferred to rail rates and rail cases. However, to this area the truck 
‘ates on the higher rated commodities pretty much parallel railroad 
rates, and again I am talking about the freight that moves, we will 
say, down to class 50. Now a lot of the Montana shippers are very 
small shippers. They don’t employ transportation men, they undoubt- 
edly send in orders that are for the most part unrouted and depend 
on the shippers to send them through in the most economical manner. 
Well, sometimes that results in quite a surprise. I might just mention 
in connection with that, some time ago a merchant at Poplar in the 
eastern part of Montana ordered a boat from Monticello, Ark. That 
boat came in on a rate of $53.81 per hundredweight, and at this point 
it might be well to get back to our commodity rates. The class rate 
on that would have ‘been about $14 a hundredweight, $13.67, or some- 
thing like that, but apparently the trucklines do not wish to handle 
some of this bulky merchandise, so they publish a commodity rate on 
boats from all points in the eastern part of the country increasing the 
rate about four times. As a matter of fact, if you were to ship a 
boat from Williston, N. Dak., a distance of less than 100 miles, the 
rate would be, I believe, $40, and I think that maybe something should 
be done about rates of that nature. 

As a matter of fact I think it is unreasonable, it is prohibitive, and 
it appears to be one of the things that is detrimental to Montana ship- 
pers, that is the charges that are being assessed on some of these 
trucked and freight forwarder shipments as well. Now, the freight 
forwarders handle only in carload lots. ‘They consolidate the freight 
and bring it out to a distribution point and distribute it from, we 
will say, Butte to Billings and Great Falls in Montana. But in view 
of the fact that the State is rather sparsely settled and they have 
only a few distribution points, a lot of shippers or receivers of freight 
will receive a freight forwarder shipment from New York of, say, 100 
pounds that will run $10. That is not unusual, and that $10 charge 
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is perhaps double what it would be from certain points in California, 
for instance, and we feel that any investigation of freight rates into 
the State of Montana should include trucklines and freight for- 
warders as well as the rail carriers. 

Senator Smatruers. All right, sir. 

Senator Magnuson. Well, then, that would involve what would 
amount to a general investigation of all of these rates, would it not, 
as to their relationship with each other ? 

Mr. Larson. Well, I would say if our class rates are going to be 
investigated I think that it probably should include all ‘of the car- 
riers who are handling class-rated traffic, which would mean the rail 
lines, the freight forw arders, and the motor carriers. 

Mr. Macnuson. We will put your statement in the record in full, 
Mr. Larson. 

(The prepared statement of Mr. Larson follows :) 
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Freight class-rate scales between points east of the Montana-North Dakota 
border are, in many instances, more than 20 percent lower than class rates apply- 
ing to and from Montana for comparable distances as illustrated by appendixes 
1 and 2. This disparity is undoubtedly a major reason for dissatisfaction with 
present interstate freight rates to and from Montana. 

As an example, the cost of shipping 100 pounds of shoes via rail from Spokane, 
Wash., to Billings, Mont., a distance of 592 miles, is $4.20. The same shipment 
moving from Minneapolis, Minn., to Williston, N. Dak., a distance of 591 miles, 
would be subject to a charge of $3.55. The same discrimination against Mon- 
tana and the other Mountain-Pacific States prevails to a greater or lesser degree 
on all rail class rated traffic. 

In the past there may have been valid reasons for higher freight rates to, 
from, and within the Mountain- we ific territory. The same condiitons are not 
present today. In 296 I. C. C. 55, Class Rates, Mountain-Pacific Territory and 
Class Rates, Transcontinental Rail, 1950, at page 611, the Interstate Commerce 
Commission said : 

Comparisons of territorial costs of the 10 Mountain-Pacific railroads situated 
entirely within Montain-Pacific territory, the 7 ilterterritorial railroads, and 
the railroads within western trunkline and southwestern territories, excluding 
7 interterritorial railroads, show less differences in costs than exist between 
the eastern district, Pocahontas region, and souther region where a single 
class rate scale is now in effect. The more significant comparisons are at 300 
short-line miles which is the approximate average haul of carload traffic mov- 
ing within Mountain-Pacific territory and at hauls between 500 and 1,000 short- 
line miles, which are the approximate range of hauls within Mountain-Pacific 
territory of the interterritorial traffic. At 300 miles the costs of the 10 Moun- 
tain-Pacifie rairoads are about 2 to 10 percent higher than the level of costs 
for the United States as a whole. At 500 miles the costs of the same 10 
Mountain-Pacifie railroads are from zero to 7 percent higher than the United 
States costs. At 1,000 miles the costs for the 10 Mountain-Pacific railroads are 
from 3 percent below to 4 percent above those for the United States average.” 
palints againstr’tMountain-f 

Although the preceding paragraphs relate to rail freight rates, complaints 
against Montana interstate truck and freight forwarder rates appear to be just 
as vocal and frequent. 

Generally speaking, motor-carrier rates to and from Montana, on the higher 
rated traffic, are approximately the same as rail. There are, however, in- 
stances where motor-carrier rates on light and bulky articles are so high 
as to appear unreasonable and unrealistic. As an example of this an aluminum 
boat was purchased by a dealer in Popular, Mont., from a source in Monti- 
cello, Ark., which moved at the published motor-carrier rate of $53.81 per 
hundredweight. In this instance the merchant undoubtedly expected to se- 
cure something better than rail service at approximately the rail rate. Very 
likely the freight charges on the boat, which weighted over 400 pounds, pre- 
cluded the possibility of selling it at a profit. 
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Freight-forwarder rates from the East to Pacific coast points are as a gen- 
eral rule no higher than the rail less carload rates. The same is not true 
of forwarder rates to Montana. As an example the present forwarder rate 
per hundredweight on dry goods, not otherwise indexed by name, from New 
York, N. Y., is $9.22 to Butte, Mont., and $10.37 to Bozeman, Mont., although 
Butte is the more distant point. 

Freight-forwarding companies publish higher rates on numerous commodities 
from the East to every point in Montana than to destinations on the Pacific 
coast up to 1,000 miles further distant. 

It is our feeling that any investigation of Montana interstate freight rates 
should include rates published by freight forwarders and motor carriers. 


APPENDIX 1 


Comparison of rates to Butte, Mont., showing present class 100 and class 100 
predicated on 28300 scale (applicable east of Montana-North Dakota border) 
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Rail class rates | Percent 

Short- es | 2 eS cw present Motor- 

From— | rai | | | rate of carrier 

mileage | Present | 28300 scale | 28300 scale | class 100 

| Class 100 class 100 

Een nsticolh dias mement 2, 109 | $8. 89 | $7.94 | 112.0 | $8. 45 
Birmingham, Ala__-- 1,956 | 8. 48 7.52 | 112.8 8. 06 
Boston, Mass.......----------- ee ES, 2, 333 | 9.55 8.56 | 111.6 9. 22 
Chicago, Ill... ethos baie aeebebe 1, 466 | 7.12 6.12 | 116.3 7.19 
Cincinnati, Ohio---- ee seh 1, 725 7. 88 6. 83 | 115. 4 7.97 
Cleveland, Ohio- 2 ‘ 1,789 8. 09 7. 04 | 114.9 8.18 
Dallas, Tex__.----- : pwd 1, 625 7. 58 6. 55 | 115. 7 7. 65 
Denver, Colo__..---- stixcokt 861 5.15 4. 46 | 115.5 5. 21 
Detroit, Mich_ St kine 1, 670 int 6. 68 115.9 7. 83 
Kansas City, Mo PRehehshawcanGhnaancd 1, 254 6. 47 | 5. 58 115.9 6. 54 
Minneapolis, Minn--..-..--..--.---- | 1, 074 | 5. 88 | 5. 02 | 417.1 | 5. 93 
New Orleans, La. honk Gitte <e 2, 051 8.35 | 7. 80 107.1 | 7.68 
New York, N. Y-..---- pee / { 2, 262 | 9.41 | 8. 44 111.5 9. 22 
Philadelphia, Pa_....--------- , 2, 268 9.41 | 8. 44 | 111.5 9, 22 
eS eee | 1, 898 8.45 7.31 115.6 8. 45 
St. Louis, Mo-._--.-- sonnne é | 1, 522 | 7. 23 6. 27 115.3 7. 30 





APPENDIX 2 


Comparison of 28300 class 100 rates (applicable east of the Montana-North 
Dakota border) and docket 30416 class 100 rates (applicable within Mountain- 
Pacific territory) 




















| | 
| Percent | Percent 
Miles | 28300 | 30416 | 30416 scale || Miles | 28300 | 30416 | 30416 scale 
| scale scale of 28300 | | seale scale | of 28300 
scale | | | scale 
—_——__— | \— ~~ aI — — a a - 
Sieschp hukactlesintuss $1. 59 $1. 84 BAB e | DAT $5. 92 $7.30 | 123. 3 
200... dtihiekunees (eee 2.47 119.3 || 1,500_- 6, 20 7. 63 | 123. 1 
Ree 2. 49 2. 96 Be Ol Bender shecncesnet 6. 48 7.97 | 123, 0 
_ Se ae 2. 87 3.37 117.4 || 1,700- 6. 78 8. 29 122.8 
BOP ia dee Siicwons JJ5-] E28 3.79 | 117.7 |} 1,800... i 7. 04 8. 64 | 122.7 
ee eererere ee 3. 55 4, 20 118.3 |} 1,900-- 7.31} 8.97 | 122.7 
We tsiandenenr mune 3. 90 4. 63 118.7 i| PE liehl ie mide sinning | 7.60 9. 30 122. 4 
Ssatne + lnehageesens 4.25 5. 02 118. 1 | Wphe~ = Seece evee ess | 7.87 9. 64 | 122. 5 
SSR EY 4.53 | 5.41 FIO GOD aie neneedsadins | 8.15] 9.97] 122.3 
J 4.81 5. 79 890.4, 1) 200... enn nneneecnseee | 8.44 10. 30 | 122.0 
Ridin arene sake 5. 08 6.19 121.9 || 2,400. ...- 8. 70 10. 65 | 122. 4 
WE cthtindecovanies 5.37 | 6.58 192. || 2,600... ---. 2222 2o oe. 8.99 | 10.97 | 122.0 
RE saindhdaabewnincensl 5. 64 6.97 | 123.6 | 


Senator Smaruers. All right. Our next witness is Mr. William H. 
Browning, executive vice president of the Montana Chamber of 
Commerce. 
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STATEMENT OF WILLIAM H. BROWNING, EXECUTIVE VICE 
PRESIDENT FOR THE MONTANA CHAMBER OF COMMERCE 


Mr. Browntna. Mr. Chairman, Senators of the committee, and gen- 
tlemen, my name is William H. Browning, executive vice president of 
the Montana Chamber of Commerce, with headquarters in Helena, 
Mont. I have served as staff executive since June 1951. 

The Montana Chamber of Commerce has been actively seeking equit- 
able freight rates for Montana for many years. Over the years our 
committees studying transportation problems have had the advice and 
counsel of committeemen, a number of whom have served as transpor- 

tation experts for various firms in Montana. Our committee people, 
representing many fields of business and industry in Montana, first 
took our problem to the western lines of the railroads in 1950 to 
apprise them of our State problem of inequitable freight rates. No 
encouragement or action for relief came from this representative 
group. 

Our State chamber committee became quite concerned at the high 
freight-rate plateau in Montana and employed a rate expert in August 
1951. He reaflirmed our chamber committee’s stand and a program 
was initiated to study the problem and to seek relief for Montana 
shippers under the 28300 class-rate investigations. 

A need for a statewide citizens’ committee evolved to proceed in 
presenting Montana’s case for equitable freight rates. It was formed 
in June 1952 under the leadership of the Montana Chamber of Com- 
merce and was incorporated as the Montana Citizens Freight Rate 
Association, October 1952. I served as their first secretary-treasurer. 
We have since followed the lead of the Montana Citizens Freight Rate 
Association, actively promoting the freight-rate equalization as one of 
our chamber’s major programs for the development of Montana. 

We understand it was the intent of Congress, in their order of 
1940 to the Interstate Commerce Commission, to set uniform class 
rates across the entire United States. We feel that there is much 
justification to show that freight rates in Montana and the inter- 
mountain territory will never be equitable until the ICC finishes the 
job of setting the prescribed level of rates on an equitable basis with 
the rest of the Nation. In fact Hubert Parr, former member of the 
ICC, has shown in his studies that transportation costs are no higher 
in the intermountain areas than the rest of the Nation. It follows 
then that Montanans could be encouraged to expect the ICC to set 
by law an extension of the uniform class-rate scale already prescribed 
in all of the Nation east of our borders. On this we base our stand 
for the urgency of the ICC to complete their job to establish equitable 

rates as intended by Congress. 

The interim relief offered by the ICC in 1956 was to be highly com- 
mended as a step in the right direction. It should now have offered 
a sufficient test period to determine final relief without further delay. 
The ICC is on record recognizing that the rates of Montana and the 
intermountain territory as being unrealistic. We quote from their 
own interim report : 
and the present class rates within, to, and from the mountain-Pacific territory 
are, and for the future will be, unjust, unreasonable, and unduly and unreason- 


ably prejudicial to the mountain-Pacific territory and unduly and unreasonably 
preferential to the remainder of the East thereof. 


29913—58——2 
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They also recognized that this situation justified appropriate action. 
We commend their fair actions in these cases. However, the situation 
since this order of 1956 has rapidly deteriorated with increase being 
piled upon increase which further distorts the picture for Montana. 

The Montana Chamber of Commerce recognizes that transporta- 
tion carriers serve a vital function to our economy and that all modes 
of transportation must have a healthy and profitable economic opera- 
tion. We urge Congress and the ICC to carefully consider this in 
their deliberations. The Montana Chamber of Commerce firmly be- 
lieves, however, that Montana’s freight rate structure must be placed 
on an equitable basis with all other States as prescribed by law, which 
would, in turn, open great potentials for business and industry of the 
State, along with an improved business for the carriers. 

We feel there is sufficient technical information in the hands of the 
ICC to quickly formulate their final decision. Further, we deplore 
any rate increases granted on top of an already untenable rate struc- 
ture like ours which would be a further discrimination in Montana’s 
ability to compete for business and to develop on an equitable basis 
with other States adjoining us. 

Now that the ICC has had what appears as sufficient information 
and sufficient time to study rates following the interim adjustment, 
the Montana Chamber of Commerce respectfully urges the LCC to 
make an early and just decision to establish equitable freight rates for 
Montana and the intermountain area comparable to the rest of the 
Nation. 

We commend the congressional authorities for taking cognizance 
of this situation at this hearing, and urge your every assistance to 
expedite quickly the job Congress authorized some 18 years ago. 

Senator Smaruers. Are there any questions ? 

Senator Scuorepret. Yes, Mr. Chairman. In that respect you 
would not only limit it to the class rates but also go into commodity 
rates ? 

Mr. Brownrna. I would limit my thought here to the class rates. 
We have to get into the commodity rates ourselves. 

Senator Scnorrret. Well, some place down the line they are going 
to have to back up, or some adjustment will have to be made on the 
commodity rates, isn’t that so? 

Mr. Brownina. My statement is based mainly on the uniform class 
rate. 

Senator Magnuson. Well, does the Montana citizens’ group, have 
any plans to formally ask the ICC to do this? 

Mr. Browntne. They have already done so. 

Senator Magnuson. They have already done so? 

Mr. Brownina. Yes. 

Senator Smaruers. Are there any other questions? If not, our 
next witness is R. R. Veldman, traffic manager of the J. Neils Lumber 
Co., of Libby, Mont. 

Mr. Vetpman. Mr. Chairman, honorable Senators, and members of 
the committee, I sent 20 copies of my report to Washington. 

Senator Smatuers. Yes, sir; we have them, and your statement will 
be made a part of the record in full. 
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STATEMENT OF R. R. VELDMAN, OF LIBBY, MONT. 


Mr. Vetpman. My name is R. R. Veldman. I live at Libby, Mont., 
and have been a resident of Montana for 48 years. I am traffic man- 
ager for J. Neils Lumber Co., a division of St. Regis Paper Co. I 
am now and for 40 years have been a member of the traffic committee 
of the Western Pine Association. The Western Pine Association is 
an Oregon corporation which was formed for the purpose of provid- 
ing various services for its members such as maintenance of uniform 
gr ades, forest engineering, promotion, statistics researc h, and traffic, 
and provides such service to mills located in the pine belt in the West. 
That association has over 350 members that operate some 400 mills in 
the pine region of the entire West. Most Montana mills, both large 
and small, are members of that association. J. Neils Lumber Co. 
operates mills located at Libby and Troy, Mont., and also one at 
Klickitat, Wash. Our Montana production averages 510,000 board 
feet of lumber per day. We also operate at Libby a preservative 
treating plant for preservatively treating poles, piling, fence posts 
and lumber. In the year 1956 we shipped 5,620 carloads of finished 
forest products, and in 1957 we shipped 5,436 carloads. All of our 
forest products move on commodity rates. 

I assume that the purpose of this meeting is to hear what Montana 
shippers have to say regarding freight rates to and from Montana, 
and that it is not the purpose to discuss intrastate freight rates. I 
further assume that this committee may make recommendations to 
the Interstate Commerce Commission, and that perhaps it will ask 
that the ICC hold a general investigation of all rates from and to 
Montana and the Pacific Northwest. If this assumption is correct such 
investigation would cover truck, barge, water, and rail rates. The 

‘amifications of such an investigation are difficult toimagine. For the 
duration of an investigation by the ICC the carriers are reluctant to 
make adjustments to meet competitive situations. During this period 
it might be difficult, if not impossible, to interest the railroads in rate 
adjustments, industry by industry, to meet competitive situations or 
to develop markets. “This could be damaging to all industry. 

In the past investigations in other parts of the United States, the 
tendency has been for the Commission to relate commodity rates to 
column class rates. Such a result in a western case would be disastrous 
to large volume carload commodity shippers. 

Senator SMATHERS. May I ask you a question right there? I don’t 
quite understand why that would be so disastrous. I am not in the 
shipping business. Will you tell me why that would happen? 

Mr. VetpMAn. Well, if they are on a percentage basis of class rates 
it could raise our rates considerably. 

Senator Magnuson. Well, I don’t want to interrupt, but are the 
class rates now on a percentage basis? 

Mr. Verpaan. I don’t know just how our commodity rates are. 
Our class rates, yes, but our commodity rates, I don’t know. 

Senator Magnuson. The percentage rates are class rates? 

Mr. Vetpman. I don’t know. Some of them may be. 

Senator Magnuson. My general impression was that they were not. 

Mr. VetpMan. Our lumber rates are not. 

Senator Scnorrret. Mr. Chairman, might I say there with refer- 
ence to that statement, since I come from the heart of the country, 
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that situation has been pointed out to me before with reference to 
some of these interested parties in the midwestern area. They take 
the same position apparently that you are taking here. 

Mr. Vetpman. I don’t know what section of the country you are 
from, sir. 

Senator Scnorrre.. Well, I refer to what you say, that carriers 
should be free to make managerial decisions. ' 

Mr. VetpMan. That’s right. 

The ICC in the Southern Governors case stated in their decision 
the revised class rates were being ordered, having in mind more of the 
traffic should move on class rates, then everyone would use the same 
scale. The Southern Governors had an entirely different situation 
with their class rates, since many of their rates were higher, mile for 
mile, than rates in the East. The reverse is true in the West. A 
mileage formula places a straitjacket on rates. 

There is danger that such an investigation could expand into a com- 
plaint case and be tried in the courts. If this happened, the rate 
structure and relationships would be tied up indefinitely. Further- 
more, such a case would probably take on a political flavor, and politi- 
cal considerations might overshadow economic considerations to the 
detriment of the transportation industry and western shippers gen- 
erally 

Class rates move very little western traffic. A study by the ICC 
indicated that 97 percent of traffic moves on commodity rates, 2 per- 
cent on “other,” such as section 22 and so forth, and 1 percent on i 
rates. It is obvious that class rates play a very small part of the 
movement of traffic (1 percent waybill study for 1950 released by 
Bureau of Transport Economics and Statistics, January 11, 1952). 
Class rates are a “fixed” basis. Great distances to the markets will 
act adversely against the West on any fixed scale of rates. New 
industries can’t live on class rates. No important industry in the 
Mountain-Pacific area uses class rates for shipping the bulk of its 
product. Carriers should be free to use managerial discretion in es- 
tablishing freight rates, 

Senator Scnorrrer. You say: “Class rates are on a fixed basis. 
Great distances to the markets will act adversely against the West on 
any fixed scale of rates,” and they say that will apply equally to the 
midsection of our country, as well, so they apparently have been 
thinking the same as you are. 

Senator Magnuson. Mr. Veldman, your figures are as of 1952? 

Mr. VetpMAN. Based on a study by the ICC. 

Senator Maenuson. Probably based on investigations conducted 
about 1950? The ICC moves that slowly, I take it. 

Mr. Vetpman. Yes, I would say so. 

Senator Macnuson. Now, has there been any investigation since 
that time? 

Mr. Vetpman. Not that I know of. 

In the postwar general increase cases, the resurgence of water com- 
petition via the Panama Canal, and the long-standing and still active 

market competition from southern and southwestern lumber led to 
the observance of maximums of holddowns in applying the percentage 
increases authorized by the Interstate Commerce Commission. The 
holddowns on transcontinental lumber were generally predicated in 
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petitions of shippers and also the railroads on the application of the 
percentage increase sought generally to the lumber rate from the 
southern base group point Hattiesburg, Miss., to Chicago. The re- 
sulting figure in cents per 100 pounds was applied as a maximum in- 
crease from Montana and north Pacific coast shipping points. 

Holddowns on transcontinental traffic have been applied in the past 
chiefly in those situations where for the mutual benefit of both pro- 
ducers and carriers the rate structure on certain heavily moving com- 
modities was itself established and maintained to put a producing 
area with no adequate local market, on a territorywide basis, into a 
more distant market area that could absorb the production but which 
had a source of supply closer at hand. 

Forest products, including lumber, woodpulp and other related 
articles, are good examples of and make up one of the most important 
single segments of the eastbound transcontinental traffic. Montana, 
the third largest State in the Union, has one-fourth of its total area 
classed as forest land. 

Senator Smatuers. I take it that statement was prepared prior to 
the favorable Alaska vote ? 

Mr. VetpMan. That’s right. I wrote this the day before Alaska 
was taken in. 

Senator Smatruers. I just wanted to keep the record straight. 

Mr. VeLpMAN. Sixteen million acres are listed as commercial forest 
land. The economy of this great section of the country has always 
been and still is largely dependent upon the forests and forest products 
industry. ‘To support that economy, the bulk of the production must 
be marketed in the consuming centers of the East and Middle West 
in competition with similar products from other sections of the 
country closer to the consuming centers, and from foreign sources. 
The matter of holddowns on lumber rates from Montana to official 
territory has always been bitterly opposed by southern lumber shippers 
who have been threatening a formal complaint against the lumber 
rate adjustment from the West because the rates from the West. have 
been increased less percentagewise than from the South. Ifa freight 
rate investigation involving lumber rates from Montana and the West 
were generated by Senate investigation it would become a vehicle for 
southern lumber shippers to jump in and make a showing of relatively 
greater increases from the West, than from the South, and in spite 
of all the efforts of western shippers and western railroads the result 
might be an increase in lumber rates. 

Senator SmarHers. Now I would like to ask, you are aware, are you 
not, of the various States that we Senators here come from / 

Mr. VetpMan. Yes,sir. That is why I say it. 

Senator SMaTuHeERs. It would be a great mistake to alert us southern 
Senators to something we might accomplish for our section of the 
country. 

Mr. VerpmMan. That’s right. I believe the Southern Pine Associa- 
tion is taking some action. 

Senator Smaturrs. Well, we Senators always like to act in close 
cooperation with the westerners, so in this case I doubt if we would 
do anything about it, but please proceed with your statement. 

Mr. VetpMAN. Many shippers prefer to handle their own freight 
rate adjustments. We are one of that group. Whatever rate adjust- 
ments we make in connection with shipments of lumber from western 
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Montana also is of benefit to the smaller mills in this general area. 
Furthermore most mills, small as well as large, are members of the 
Western Pine Association. That association operates and maintains 
a traffic department for the benefit of all of its members, and repre- 
sents the pine industry in lumber freight rate hearings held by the 
Interstate Commerce Commission. A request for a general investi- 
gation of freight rates, if carried out by the Interstate Commerce 
Commission with regard to general class and commodity rates, could 
result in the carriers holding up our individual applications for ad- 
justments until such investigation has been finally disposed of. 
Hence we are opposed to including commodity rates in any such in- 
vestigation. 

That concludes my statement. 

Senator Maenuson. I am going to ask this question. Would any 
investigation of the results of the interim scale rates necessarily affect 
the commodity rates? 

Mr. VetpMan. It would not. 

Senator Maenuson. It would not? That is what I thought. In 
other words, they could continue to remain the same, or operate on 
the same basis? 

Mr. VELDMAN. Yes, sir. 

Senator Macnuson. Particularly so in lumber ? 

Mr. VetpMAN. Yes, sir. 

Senator Magnuson. Which is a commodity on which, a large 
amount of the tonnage moves east 4 

Mr. VeLpMAN. Yes, you are correct. 

Senator SmatTHers. Thank you very much, Mr. Veldman. 

Our next witness is the president of the Montana Citizens Freight 
Rate Association, Mr. Irving Singer, Helena, Mont. Do you have 
a copy of your statement, Mr. Singer ? 


STATEMENT OF IRVING SINGER, PRESIDENT, MONTANA CITIZENS 
FREIGHT RATE ASSOCIATION OF HELENA, MONT. 


Mr. Stncer. I do not have a copy of my statement. 

Mr. Chairman and Senators, I am appearing on behalf of the 
Montana Citizens Freight Rate Association, of which I am presi- 
dent. 

Senator Macnuson. Now, that is the organization of which Mr. 
Browning spoke ? 

Mr. S1ncer. That’s right. 

I am also appearing as the representative of the Helena Chamber 
of Commerce, of which I am a member, and I am appearing as the 
assistant manager of Fligelman’s, a local department store. 

Now, in connection with my representation for the Helena Chamber 
of Commerce, I think I speak for all of the members in connection 
with their problems and their costs; likewise as the president of the 
Montana Citizens Freight Rate Association our major concern has 
been that of endeavoring to effect an equitable basis of freight rates 
into the State of Montana, and likewise into the Rocky Mountain 
territory. 

I should like to qualify and explain that as an association, we also 
belong to the Intermountain Transportation Council, headquartering 
in Salt Lake City. This association is similar to ours, except that 
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it represents seven Western States, but the basic problem there is 
exactly the same as it is in Montana, the unduly high plateau of 
rates that has been in effect up until September of 1956, which was 
prependicia} to shippers in the State and to shippers in the Rocky 
Mountain area 

I should like to mention briefly that in my capacity as assistant 
manager of Fligelman’s, while I am not a rate expert by any means 
I have had quite a little experience in handling transportation prob- 
lems for the store. I should mention also that our shipments are in 
all cases definitely not carload shipments, they are less than carload, 
and in most cases they will run in the range of 100 pounds or there- 
abouts, more or less. Since the interim or der went into effect in 1956, 
which, as I believe has been explained already, is only a temporary 
and not a completely equitable basis, as we see it, I have seen very 
definite indications in my own traffic costs of savings which approxi- 
mate something like 20 percent during the fiscal year 1957. I men- 
tion that because freight rates in our particular type of business are 
something which necessarily must be absorbed, because, if you investi- 
gate any ~department- store operation you will find that because of 
competitive factors at the retail level, with some few exceptions in 
particular categories, general price levels are such at retail that 
freight is just a matter of what you can do in the way of saving it 
or paying it. In other words, you are competing on retail levels, 
which necessitates absorbing most of it. 

Senator Scuorrret. Do you represent the members of your organi- 

zation before the Interstate Commerce Commission or the Montana 
commission here ? 

Mr. Srncer. I have been before the Montana commission but not 
before the Interstate Commerce Commission. 

Senator ScHorrreL. Yes. Now, do you institute proceedings in- 
volving rate adjustments ? 

Mr. Sinecer. We have not taken any direct action. We have taken 
measures indirectly for our members. 

Senator ScHorrreL. Well, do you take any action passing on freight 
rates then ? 

Mr. Sincer. Well, we pass on the basis justifying the need for 
the increase. 

Senator ScHorpre.. Now, then, let me ask you one preliminary, and 
one final question. Did your organization appear in the last hearing 
that was held by the Interstate Commerce Commission before pre- 
scribing the class rates in the Mountain Pacific area / 

Mr. Stncer. No sir; we did not. 

Senator ScHorrreL. Thank you very much. 

Mr. Sincer. I might mention in connection with that that the Inter- 
mountain Transportation Council, of which we are a member, has 
been active before the ICC. Now I am not sure what action has 
been taken by them. However, I do believe that there will be further 
action on their part as a group. 

Senator Scuorrren. Thank you. 

Mr. Sincer. In connection with rates as they apply to the organiza- 
tion with which I am associated in business, Fligelman’s, I would like 
to mention one thing which has become very apparent to me since the 
interim order went into effect. Aside from the 20 percent savings 
which we have made approximately, and incidentally that was the 
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result of a study of our 1957 freight bills by the manager of our asso- 
ciation, Mr. Johnson, which involved a comparison of what we had 
paid and what we would have paid on the previous scale of freight 
rates which we were paying prior to this interim order. In connec- 
tion with that, I have noticed this result. There are a number of 
commodities in our business which classify at 55 percent of first class in 
the class-rate basis which previously did not carry that type of a low 
rating. These articles, for instance, are very, very definitely competi- 
tive at the retail level. Sheets and cases for 1 item, cotton piece goods 
for another, would be 55 percent. They are definitely competitive 
at retail levels, and freight is an important factor, as they are dead- 
weight, as you know. In other words, this merchandise is heavy, and 
the restriction of traffic directly over the railroads in our case rather 
than over the truck or freight forwarding agencies, I have noticed in 
the last 8 or 9 months in the forwarding of some lightweight shipments 
that they have proved to be more competitive under those rates now 
in effect under the interim order. 

I think perhaps I should mention that, perhaps unjustly, the rail- 
roads are usually brought to the front in all of this litigation, and of 
these hearings, as the principal carriers, but it has been my experience 
that the trucklines will generally follow the precedent of the rail- 
roads either up or down. I think that is a very good thing, because it 
definitely maintains a competitive status as far as the two operating 
units are concerned. 

Senator ScnHorrreL. Mr. Chairman, may I ask a question here in 
order to get the proper perspective ? 

Senator SmaTuers. Yes. 

Senator Scuorrret. Do you propose here that a class-rate struc- 
ture be prescribed for the movement of traffic from and to Montana 
which would not cover the entire Rocky Mountain, or Mountain Pa- 
cific territory ? 

Mr. Srncer. I am speaking definitely for Montana, but actually for 
the entire Rocky Mountain territory. 

Senator Scnorpret. Thank you. 

Mr. Singer. I think it is all affected. 

Our primary purpose, as I stated, is in effect to bring about posi- 
tive action in connection with the 1940 Transportation Act, which 
was set up by Congress instructing the ICC to investigate the general 
freight-rate levels within the country, with the idea of setting gener- 
ally proportionate rate scales nationwide. 

I think Mr. Larson pointed out quite graphically the fact that 
from the North Dakota-Montana border westward up until the interim 
order went into effect in September of 1956, the general class rates 
as such went up to a very, very high plateau, and then proceeded 
from there. In other words, there were two parallel lines in our 
Nation, but disproportionately separated. The interim order as it 
now stands was, as I understand it, made a test case. I don’t believe 
it went in the record but I do believe it was a 1-year test case to de- 
termine whether or not such interim rates would adversely affect the 
revenues of the railroads, or the carriers. Actually that interim level 
which at present is prevailing is still approximately 20 percent higher 
than what we would consider a normal progression of ton-mile rates 
from the North Dakota-Montana border west should be. 
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Senator Maenuson. Mr. Singer, for the record, under the 1940 
direction of Congress, as I understand it, the rate investigation estab- 
lished permanent areas in all of the United States but the Mountain 
Pacific territory, which is now under the interim basis? 

Mr. Srncer. Correct; that’s right. 

Senator Magnuson. "In other words, since 1940 they have com- 
pleted all of the United States but the Mountain Pacific area ? 

Mr. Srneer. That’s right. 

Senator Magnuson. For permanent class rates ? 

Mr. Stncer. That’s exactly as I understand it. 

Senator Magnuson. I think we ought to put this map in the record, 
so we will have it before us. 

Senator Smaruers. Without objection it will be placed in the 
record at this point. 

(The map referred to appears in the official files of the committee.) 

Senator Smaruers. You may go ahead, Mr. Singer. 

Mr. Singer. I would like to go on record for the Montana Citizens 
Freight Rate Association and the other two interests that I represent 
that there should be positive action taken to consider all of the factors 
involved, revenues, cost of operation, etc., and that the investigation 
be carried to a final conclusion, which in our opinion would result in 
a further reduced level of class rates into Montana and the Rocky 
Mountain territory. 

Senator Magnuson. Now let me ask this question of you, because 
I think it is important. In your experience do you think that a re- 
evaluation or readjustment of the so-called class rates would neces- 
sarily affect the present commodity rates ? 

Mr. Sincer. Well, perhaps I can answer that in this way, Senator. 
My opinion would be that it perhaps would eventually affect commod- 
ity rates. In what regard I could not say. I am not a rate man 
or an expert on that. 

Senator Maenuson. In other words, your position is that it might 
affect commodity rates, but not necessarily so ? 

Mr. Srvcer. That’s right. 

Senator Scnorpren. Mr. Chairman ? 

Senator Smatuers. Go ahead, Senator Schoeppel. 

Senator Scuorpret. Did I understand that you are appearing as a 
member of the Intermountain Transportation Council ? 

Mr. Stncer. That’s right. 

Senator Scuorrret. Has that organization taken an active position 
to reopen this matter at the present time / 

Mr. Stncrer. They have not taken an active position at the present 
time. 

Senator Scuorrre.. Is it your understanding that they will? 

Mr. Sincer. It is my understanding that they plan to do it. I 
couldn’t name the definite date of that. I am not on the board and 
I couldn’t say. 

Senator Scnuorrrent. Senator Smathers and I have been consider- 
ing the plight of the railroads. Now they would have to take into 
consider ‘ation, I suppose, some place along the line the plight of the 

railroads on this rate adjustment, wouldn’t they ? 

Mr. Singer. I would presume they would. 

Senator Scnorrren. And in that connection it would appear that 
that would have to come into consideration some place? 
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Mr. Stncer. Yes. Well, may I answer that in this way, Senator? 

Senator Sc HOEPPEL. Yes, any way you wish. 

Mr. Srncer. It is purely a personal consideration, I am talking 
from a personal viewpoint, but since 1956, the date of the interim 
order, we have been shipping a very much oreater amount of freight 
by rail asa direct means of transportation than by truck or forw arding 
agencies, simply because of the rate structure. I believe that would 
hold true pretty much generally for shippers of our type and many 
others. As a result I would want to state this. It would be my 
feeling that while there may be a lowering of the general revenue 
return, actually the volume of additional traffic would more than 
offset it. Now that is purely an observation on my part. I can’t 
give statistics to back it up. 

Senator ScHorrret. Do you advocate class rates on a mileage pro- 
gression basis ? 

Mr. Srncer. On a mileage progression basis, yes sir. In other 
words, we would not expect to have the same rate basis from Chicago 
into Helena as would be effective into the eastern borders of North 
Dakota, but we think it should be on a reasonable progressive basis 
rather than up on a plateau, as it has been. 

Senator Scnorrrer. Would you advocate the same program in con- 
nection with flour, say, as, for instance, aluminum ? 

Mr. Srncer. Well, perhaps I can answer that in this way. I 
wouldn’t really have the actual answer, but I would say this. It 
would appear to me that these freight commodities, being strictly 
carload transactions to begin with, would undoubtedly be on the other 
class-rate basis. 

Senator Scnorrren. Well, then, there would be some increase in 
freight, wouldn’t there? 

Mr. Stncer. Beg pardon ? 

Senator Scuoerret. There would then be some increase in freight ? 

Mr. Srncer. If they were on the class scale that possibly could be 
true. However, if they were permitted to be carried on the commod- 
ity basis I don’t think that would hold true. 

Senator Scuorpren. Thank you. 

Senator Smaruers. Mr. Singer, since 1956, the date of entry of this 
interim order, has your company paid to the railroads a larger amount 
of money for freight charges than you did, we will say, for a commen- 
surate period prior to 1956? 

Mr. Stncer. Yes, very definitely. I can explain that in this man- 
ner. We had been shipping a great amount of merchandise by Acme 
Fast Freight, which had been brought i in from Butte. We hi ad been 
paying it to the Northern Pacific previous to 1956, but actually the 
bulk of the dollar I would say had been going to Acme. 

Senator Smariers. And since 1956 the bulk of it has been going 
to the railroad ? 

Mr. Stncer. In our case it has, yes. 

Senator Smatruers. All right. Thank you very much, Mr. Singer. 

Our next witness is Mr. Paul A. Walsh, of St. Paul, Minn., general 
freight traffic manager, Northern Pacific Railway Co. You have a 
very imposing statement, Mr. Walsh, and I will be blad to make it 
a part of the record. We don’t want to cut you off but we hope you 
will assist us by giving the highlights here, if possible. 
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Senator ScHorrren. I would like to ask this question of Mr. Walsh. 
Are you speaking generally for the railroads in this area, is that your 
position before this committee ? 

Mr. Watsu. I have been designated to appear on behalf of all of 
the Montana railroads. 

Senator Scnorrren. All right. Thank you very much. I wanted 
to get that in the record. 


STATEMENT OF PAUL A. WALSH, GENERAL FREIGHT TRAFFIC 
MANAGER, NORTHERN PACIFIC RAILWAY CO. 


Mr. Watsn. Mr. Chairman, my name is Paul A. Walsh. I am 
general freight traffic manager, Northern Pacific Railway Co., St. 
Paul, Minn. I have been employed in the traffic department of the 
Northern Pacific since June 1920. In my present position I have 
the responsibility of directing the freight-rate department and carry- 
ing out company policies with respect to freight rates. 

The only information the railroads have as to the purpose of this 
investigation is that it was requested in order to determine whether 
freight rates in Montana could be reduced. The railroads desire to 
provide the committee with as much information on that subject as 
could be assembled in the short time available since word was received 
of the date set for this hearing. In order to avoid duplication of 
effort, 1 am appearing as their spokesman. 

To begin with, I wish to express the deep appreciation and grati- 
tude of the Montana railroads for the splendid work done by this 
subcommittee in its investigation of the “deteriorating railroad situ- 
ation,” and particularly for its effort. in bringing about the repeal of 
the 3-percent excise tax on freight transportation, which on Montana 
freight bills amounts to in excess of $3 million annually. 

Senator Smaruers. Thank you, Mr. Walsh. 

Senator Maanuson. I want to say for the record that we appreci- 
ate your expression of thanks, Mr. Walsh, but the Senator from Flor- 
ida can takea great deal of credit for that. We intend next year 
when Congress meets to pursue the repeal of the 10-percent passen- 
ger tax, and I think we might get that done, in view of the vote that 
we had in the Senate on that particular phase. 

Senator Smaruers. I am forced to respond to that and say very 
sincerely that it affords me great pleasure to hear the nice things that 
have been said, but after all it was a team effort, and we had the co- 
operation of the chairman of our full committee. It was Senator 
Schoeppel and his group who cooperated with us from the other side. 

It was just the general idea of the Senate that that tax, which is a 
tax on all goods, should come off, and as Senator Magnuson has said, 
we are hopeful that we will be able to get the passenger tax taken off, 
if not this year, early next year. 

We have passed a lot of credit around here, but I have failed to 
give the members of the staff, particularly our counsel, Frank Barton, 
the full credit which he so richly deserves. When the credit is being 
handed around certainly Frank Barton is entitled to his share of it. 

Mr. Barron. Thank you, Mr. Smathers. 

Senator Magnuson. Please excuse this interruption; you may pro- 
ceed with your statement, Mr. Walsh. 
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Mr. Watsu. As a matter of fact, the railroads are dependent on 
the traffic which they handle for their revenues to cover their railroad 
operations. 

Senator SMatuers. Now, if you want to read the statement you 
may go ahead and read it. I am not trying to dissuade you. 

Mr. Watsu. And we are confronted with this fact, on behalf of 
Montana traffic, as indicated on page 5 of my statement, that 82.3 per- 
cent of the traffic is originated in the State, and 17.7 percent of the 
a is terminated in the State. Of the traffic that is originated in the 

tate 

Senator Magnuson. In other words, then, Mr. Walsh, Montana is 
primarily a raw-materials State ? 

Mr. Wausu. That is right. 

Senator Maenuson. It ships out more, percentagewise, than it 
brings in? 

Mr. Watsu. That is right. 

Senator Maenuson. And that is where the importance of commodity 
rates comes in ? 

Mr. Watsn. That is right, and on those commodities which con- 
stitute the bulk of our outgoing traffic we have had to make low rates 
to move that traffic. In the case of grain products, the rates now in 
effect were prescribed by the Interstate Commerce Commission in the 
general grain freight case instituted pursuant to the Hoch-Smith 
resolution, in which Congress directed the Commission to examine 
the rate structure with due regard to all factors involved, in view of 
the depression. 

Senator ScHorrren. I might say that I want to get in a plug for 
Kansas. Hoch represented my State when he was in the Daasae 
at that time. 

Senator Maenuson. Well, before you leave page 5, Mr. Walsh, we 
had some testimony in the general railroad hearings that the general 
relation of rates to costs on basic commodities was a great deal differ- 
ent. We had a traffic expert who had reviewed this and presented a 
chart showing that grain and grain products were at a higher level in 
relation to costs, and lumber was about the same, but other basic com- 
modities, such as ore, were being hauled at lower than cost. Would 
that be true here in a general way ? 

Mr. Watsu. No. 

Senator Magnuson. It would not? 

Mr. Watsu. Senator Magnuson, I would like to point out that the 
figures are very deceiving. They do not show the true situation as to 
railroad costs. Taking grain traffic as an example in particular, large 
portions of the railroad operations are in the Western States—Minne- 
sota, North Dakota, Montana, Washington, and Oregon being the 
States that we serve—where the operation is almost wholly dependent 
upon grain traffic, and if a proper allocation is made of the railroad 
cost to support those operations I think it will be found that it is not at 
all true that grain rates reflect the situation you have described. 

Senator Maanuson. Well, we didn’t know, but we had that testi- 
mony, and I wish when you get back that you would write Mr. Barton, 
our counsel, for a copy of that testimony, and we will leave the record 
open so that you may correct that if you wish, because I have heard a 
great deal of discussion as to whether or not the grain movements were, 
in effect, paying more than their share. 
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Mr. Watsu. It is not true, sir. 

Senator Magnuson. Well, we would be glad to receive that infor- 
mation. 

Senator Smaruers. May I ask this question, do you people haul any 
commodities below actual cost ? 

Mr. Watsu. Well, it could be in some isolated cases there are such 
rates in the rate structure, but it is certainly not our intention to have 
any such rates. However, that can happen where you have a wide- 
spread adjustment, there could be published in it some isolated cases 
some rates that will be below cost. I don’t know of any offhand. 

Senator Macnuson. Well, here is the chart. It ranges from 370 
percent above cost for explosives, down to locks, nuts and bolts, which 
are being hauled at 265 percent below cost. There are 270 commodi- 
ties. I wish you would take a look at this, I don’t mean now but you 
can look later and if there are some corrections they can be made 
later. You can see that it runs from 370 percent above cost to 265 
percent below cost on 270 commodities, but you will notice the above- 
cost items take up most of the chart. 

Mr. Watsu. I would like to make my comments about railroad 
costs later. 

Senator Magnuson. Well, I appreciate that figures can be inter- 
preted in different ways, but this was the testimony that we had. 

Mr. Watsu. We represent branch lines and territory in southeastern 
Washington, called the South Columbia Basin territory, where grain 
is practically the sole support of the operation, and quite definitely we 
have to have a sufficient revenue allocation to justify the operations. 

Senator Smaruers. All right, you just speak right out and say 
what you have to say. 

Mr. Watsu. Now, of course, with respect to explosives and some of 
the other commodities there which do move in conjunction with a great 
deal of other freight, we have to price the service according to its 
value, and that has enabled us to relieve the low-grade commodities 
such as grain and livestock. 

Senator Maanuson. Well, let’s leave explosives out of it, maybe that 
is an extreme case, but here is an item, military vehicles, No. 2: Air- 
planes and parts. 

Mr. Watsu. There again the figures 

Senator Magnuson. Cigarettes, No. 9; liquor, No. 8. 

Mr. Watsu. On cigarettes I will agree, liquor also. 

Senator Magnuson. Luggage and handbags, No. 11. 

Mr. Watsu. In connection with the commodities which you have 
cited ; namely, luggage and handbags—— 

Senator Magnuson. Electrica] equipment. 

Mr. Watsu (continuing). And electrical equipment, you can’t com- 
pare the cost on a ton basis with commodities such as grain or lumber. 
Furthermore, on car-mile basis the rates on agricultural implements 
are very low. 

Senator Maenuson. Yes; that is what they say. 

Senator Smaruers. All right, sir, you just take up your statement 
and go right ahead, Mr. Walsh. 

Mr. Watsn. Well, as I said, the grain rates were prescribed by the 
Hoech-Smith resolution, which was set up to provide the lowest possible 
rates for agricultural commodities, including livestock, and at that 
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time, as you will recall, at least at the time the investigation termi- 
nated, the country was in a very severe state of depression, and agri- 
culture was in an especially depressed state. It was suffering from 
both poor crops and low prices. In the case of cattle and livestock 
the Commission said in its decision in the western livestock case with 
regard to the level of the rates which they had prescribed that— 
There is room for doubt whether the rates found reasonable will on sheep 
and hogs, single deck, and, for the longer hauls of sheep and hogs, double deck, 
and cattle, say above 1,000 miles, produce more than a small margin above the 
actual cost of transportation. 

Senator Smaruers. All right, sir, how do you reconcile that with 
the Commission having said, as appears in the statement of one of these 
other gentlemen, the head of the chamber of commerce, that the 
present class rates within, to, and from Mountain Pacific territory 
are and will be prejudicial to the Mountain Pacific territory, and 
now if the Commission said that was the Commission wrong? 

Mr. Watsu. Senator, am I correct that that was a quotation from 
the decision? 

Senator Smaruers. That was what Mr. Browning of the chamber 
of commerce said. He quoted it as a statement from the Commission 
itself. 

Mr. Watsu. In the western class-rate case ? 

Senator Smaruers. In the interim decision of “xv Parte 196. 

Mr. Watsu. Allright. Now, the Commission made an order carry- 
ing out the requirement of the law as stated in this finding, to remove 
that preference and prejudice and discrimination. 

Senator Smatruers. Well, they find that it will remain unduly 

rejudicial to the Mountain Pacific territory, and for the future will 
bs unjust and unreasonable. 

Mr. Watsu. To the extent that the rates would exceed the rates 
prescribed, and we put these rates into effect on September 1, 1956, 

Mr. Barron. It is of the interim basis you are now speaking? 

Mr. Watsn. Yes; and it removed the preference, prejudice, and 
unreasonableness. 

Senator Smaruers. Mr. Walsh, what has been the margin of profit 
of your particular railroad in the last 2 years? What has been the 
net return on investment, we will say? Just give us an estimate. We 
won’t make a Federal case out of this. 

Mr. Watsu. The rate of return of the Northern Pacific in 1957 
was 2.42 percent on its railway operations. 

Senator Smatuers. That is not particularly high. 

Mr. Watsu. It isnot; no. 

Senator Smaruers. What was it in 1956? Do you know whether or 
not it has increased since the interim order of 1956, or has it decreased ? 

Mr. Watsu. The rate of return of the Northern Pacific in 1956 
was 2.55 percent. It has been a decline of thirteen one-hundredths 
of 1 percent. 

Senator Smatruers. Now, do you know from what that resulted? 
Has that resulted from a lesser volume of business or higher costs? 

Mr. Watsu. That has resulted from a lesser volume of business 
and greater costs. 

Senator Smatruers. Did you do less business in 1957 than you did 
in 1955? 
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Mr. Watsu. Yes, we did, and had a greater cost. 

Senator Sararners. And to what do you attribute the fact that you 
did less business in 1957 than in 1955? 

Mr. Watsu. To a general decline of business, Senator, and to con- 
tinually increasing carrier competition which we are unable to con- 
trol in many situations. 

Today there is more unregulated highway competition, in my opin- 
ion, than existed in 1935, at the time of the passage of the Motor 
Carrier Act. 

Senator Smaruers. Well, in our recent recommendation we have 
endeavored to regulate it for you, but what I am interested in is 
whether or not these lower rates that resulted when the interim deci- 
sion of 1956 went into effect did result, as Mr. Singer said, in a greater 
volume of business for you ? 

Mr. Watsu. We have had this situation for several months. The 
rail and motor rates were the same, and the interim order brought rail 
rates down below the level of the common carrier truck rates. Nat- 
urally that brought business to the railroads because we had a differ- 
ential. The motor carriers subsequent to September 1, 1956, I believe 
the date was about June 24, 1957, lowered their rates and that removed 
the advantage that we had, and I believe the competitive situation is 
now back where it was. 

Senator Smaruers. Well, why don’t you apply for an even lower 
rate then, and get a competitive advantage again / 

Mr. Watsu. That is something very difficult to obtain in the case of 
this type of traffic, less-carload traffic. 

Senator Smaruers. Well, I know it is difficult to obtain, but if your 
business improves when you have a competitive advantage—you peo- 
ple were hauling at lower rates than the truckers, then the truckers 
moved their rates down to meet yours. Would it not be possible in 
the light of what you are saying to reduce your rates even further 
so that the general public might ship over rails and you would get that 
business? 

Mr. Watsu. First of all, I would say that the reduction of Septem- 
ber 1, 1956, cost the railroads something like $10 million, and it would 
be my opinion that the small volume of traflic which the railroads got 
would come nowhere near making up even a small fraction of the loss 
in revenue. 

Senator Smaruers. But your rate of return on investment didn’t 
reflect that, because you said that your rate of return on investment 
was only thirteen one-hundredths percent less, so if it cost you $10 
million wouldn’t your net return have been less ‘than that, or wouldn’t 
there have been a greater variation $ 

Mr. WaALsH. You understand it was not a $10 million loss to the 
N. P., Senator, but to all the railroads. 

Senator Smaruers. Well, did the interim decision cause the N. P. 
to suffer any loss of revenue ? 

Mr. Watsn. It did. 

Senator Smatuers. How much, approximately ? 

Mr. Watsu. About, pretty close to $2 million. 

Senator Smaruers. $2 million? However, you had an advantage, 
didn’t you, for nearly a year, up to June 1957, before the truckers 
lowered their rates, by virtue of having a larger volume of business? 
Didn't it decrease or practically eliminate that loss that you had? 
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Mr. Watsu. No, the increase in volume was very insignificant in 
relation to the revenue loss, and we are talking only about less-than- 
carload traffic there. When I talk about the increase in volume, we 
received no increase of carload traffic of which I am aware, and many 
of the reductions referred to carload traffic. 

Senator Scnorpret. Do I understand that when you made the state- 
ment that it cost the railroads approximately $10 million, you made 
that statement with reference to all the railroads in this area? 

Mr. Watsu. All the railroads involved in this rate adjustment. 

Senator Scnorpret. And do I understand that you said further that 
it cost your railroad approximately $2 million ? 

Mr. Watsu. Yes. 

Senator Smatruers. So it cost 4 other railroads $8 million, or how 
many other railroads were involved in it that lost the balance of $8 
million? That $8 million was a loss to how many railroads? 

Mr. Watsu. Wait a minute. I made a mistake, Senator. I was 
relying on my recollection. The revenue loss figure which I gave 
you is the revenue loss figure which we would have sustained from 
application of the 28300 scale, that $2 million loss. The revenue loss 
figure from the reduced rates resulting from the September 1 adjust- 
ment was less. 

Senator SmatuHers. Was less than what? 

Mr. Watsu. Was less than $2 million. 

Senator Smatuers. Was less than $2 million? 

Mr. Watsu. Yes. 

on Smatuers. Was it so little that you wouldn’t have noticed 
it 

Mr. Watsu. No; it was a very substantial sum. 

Senator Smatuers. It was less than $2 million, but it was a sub- 
stantial sum ? 

Mr. Watsu. Yes. 

Senator Smatuers. We are not trying to badger you, Mr. Walsh, 
we are just trying to get this story in our ‘minds clearly. 

Now, what is your contention about this whole problem—that there 
should be no further rail-rate reductions, is that the position you take ? 

Mr. Watsu. Would I be permitted to summarize my statement ? 

Senator Smaruers. Yes, indeed. We would be delighted to have 
you do that. 

Mr. Watsn. The rates on livestock, as I have mentioned, according 
to the Commission’s own declaration, are very little above the out-of- 
pocket costs of the railroads, and that commodity has been accorded 
special treatment in the general freight-rate increases since those rates 
were prescribed, so that the total percentage increase on livestock, and 
on grain likewise, is less than for traffic generally, so the depressed 

rates prescribed by the Hoch-Smith resolution on all those agricul- 
tural commodities: have been depressed further because of that treat- 
ment in the general freight-rate increase cases. Now on lumber, shin- 
gles, and other solid products, on which the Northern Pacific especially, 
and all of the lines serving Montana, are dependent for a large share 
of their revenue, we have “depressed rates from the Mountain Pacific 
territory to the Middle West and the eastern part of the country, made 
to meet competition of southern lumber. 

Senator Smatuers. What do you mean by depressed rates? Just 
give us a definition of that. 
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Mr. Watsu. A depressed rate is one that is below a maximum. reason- 
able basis that would apply in the absence of competitive forces. 

Senator Smaruers. Well, how about a definition, can you describe 
it as this: a rate that is reasonable with respect to the cost of the 
operation ? 

Mr. Watsu. No, Senator, I could not subscribe to it on those terms. 

Senator SmarHers. You see what we are trying to get at is some- 
thing that is a little less vague than this gobbledegook, where nobody 
exactly what we are talking about, and I don’t mean to be rude. Are 
you carrying any of these items at less than out-of-pocket cost ? 

Mr. Watsu. No. 

Senator Smatruers. All right. 

Mr. Watsu. My point is that lumber bears less than its share of the 
cost of railroad operation, as it would appear, in the absence of com- 
petitive forces. We also, in addition to the market competition with 
the lumber from sawmills in the Middle West, the East, and South 
that west coast lumber must meet, have rates from the north Pacific 
coast to official territory to meet the competition of consumers handling 
lumber from the Pacific ports to the North Atlantic seaboard and mov- 
ing Montana by rail and by truck. 

Senator ScnHorrrent. Mr. Chairman, I would like to ask a question 
there, with regard to the cost of grain and wheat. I am well aware 
that Montana has some very high-grade wheat which is sought very 
much on the part of millers. Now is this a fair question? With ref- 
erence to those rates that have been in effect, you can bring that wheat 
into my State of Kansas competitively, can’t you ? 

Mr. WatsH. Yes, and that is what our boys down there are kicking 
about. 

Senator ScoorrreL. Then there is a very large volume of Montana 
wheat that moves eastward through the Middle West and the South 
to eastern markets after milling into flour, I assume. Geographically 
we are sitting in different spots, and we present at these hearings our 
ideas of what the impact is upon our respective areas, and obviously 
we don’t always follow through on all these matters in the situations 
with which we are confronted. 

Mr. Watsu. Yes. Now, under the adjustment on lumber, Senator, 
we ship lumber on water-compelled rates from points not having 
access to water transportation, from interior Washington territory 
and from western Montana, so that Missoula, Mont., has a rate to 
Portland, Maine, the same as those on the coast who have these water- 
compelled rates, and so it is in the same situation ratewise as it would 
be if it were located on or near tidewater. 

Senator Magnuson. But you have not yet carried any of that at 
less than cost ? 

Mr. Watsu. That’s right, Senator. 

Senator Magnuson. If you have not carried it at less than cost, 
then is it not a good thing that you have done? Have you not made 
it possible for inland mills to compete ? 

Mr. Watsu. Yes, we have, and I say that in my statement. It has 
benefited us, it has benefited the mills, it has benefited the employees 
in the mills, and it has benefited the economic situation generally, 
but we have to make up the difference between these below-normal 
rates on lumber traffic, we have to obtain from other traffic the rey- 


29913—58 








30 MONTANA FREIGHT RATES 


enues that we do not obtain on account of the rates being below a 
normal basis; namely, the traffic that takes the class rates. 

Senator Magnuson. Now, say that again. I think that is the crux 
of this matter. 

Mr. Watsu. I think we might put it this way, Senator: That there 
is only one cost factor on a “railroad that is really pertaining to a 
determination of its rates, and that is the total cost of the railroad 
operation. That indicates the amount of revenue that the railroad 
must obtain to pay out-of-pocket expenses, and it must obtain that 
revenue from available sources. 

Senator Magnuson. I understand what you are trying to say, that 
you have to haul other items at more than cost to make up for the 
so-called overall revenue loss by reason of hauling some of these items 
that I mentioned at less than cost ? 

Mr. Watsu. No, sir; I did not say we hauled anything at less than 
cost. 

Senator Smaruers. He says that they never haul items at what 
amounts to below out-of-pocket cost, but it is below what they should 
be getting to meet the total overall costs. Therefore, in order to 
meet total overall costs which they would incur by hauling lumber at 
what amounts to a low figure, even though it is not actu: lly below 
cost, they have to get excess rates on such things as explosives and 
perfumes and so forth. 

Senator Macnuson. Let’s start with lime. You haul that at 6 per- 
cent above cost; fertilizers at 19 percent above what it costs to haul 
it; sugar, which is an important thing in Montana, at 20 percent 
above cost; refrigerators at 46 percent above cost; wool in grease at 
53 percent; insecticides at 64 percent; agricultural implements at 66 
percent above cost; automobiles at 91 percent above cost. 

Mr. Watsu. I don’t agree with those figures. They are not eco- 
nomically sound. 

Senator Macunson. Well, if they are not true they should be cor- 
rected. Wheat, 39 percent above cost. Now these figures ought to 
be corrected if they are wrong, because theses are some of the figures 
that I have been looking at for weeks. 

Mr. Watsu. Senator, those figures represent mere statistical esti- 

mates. They don’t represent the cost of handling anything. None 
of those costs are based on actualities that the management of the 
railroad faces in its operation. 

Senator Magnuson. Well, I wish you would correct them then. 
There is a long list of those things that it has been stated you haul 
below cost. 

Mr. Watsu. I think I might explain that by giving you an an- 
alogous situation. For ex: umple, a sawmill produci ing lumber in the 
State of Washington may have four piles of lumber from a given 
set of logs, all of which cost the same for the stumpage, the trans- 
portation to the mill, and so forth, and each pile makes an equal de- 
mand upon the equipment and the employees in the mill. They all 
share in the same investment, the same wage costs, but those four 
piles of lumber are each priced differently. Take at Spokane, Wash., 
for example, on July 2, No. 1 construction lumber sold for $137; 
No. 2 standard for $102; "No. 3 3 utility for $67, and No. 4 economy for 
$55. Now in each case, ‘by dividing all of the expenses involved by 
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the board-feet of lumber produced you would get the same allocation, 
the same price for all four piles, but that method of pricing is aoe 
nomically unsound, because the No. 1 boards and perhaps the No. 2 
would have found buyers and the Nos. 3 and 4 utility and economy 
would have had to go to the burners. 

Senator Magnuson. Well, you can see the variation in these things 
here. 

Senator Smaruers. Mr. Walsh, we must move along. We have a 
lot of witnesses here today. Now I would like to get from you, just 
very briefly, what is your contention—that the Tates are already 
too low ? 

Mr. Watsu. Yes; the general level of rates is already too low to 
sustain the railroad operations on a healthy, continuing basis. The 

‘ailroads are in need of greater revenues, and we ant afford any 
reduction in rates on traflic that can bear the rates we are charging, 
the traffic that is carrying only a fair proportion of the expense of 
maintaining the railway plant. 

Senator Smatruers. How much, if you know, of the revenue of 
the Northern Pacific results from passenger operation, or what part 
of your operation is passenger operation? Let us again just have an 
estimate. Is it 10 pereent, or 15 percent, or 20 percent ? 

Mr. Watsu. In the year 1957, out of total revenues from all sources 
of $180 million, the passenger revenues accounted for $12,992,000. 

Senator Smaruers. All right. Are you suffering most of your loss 
on your passenger business ? 

Mr. Waxsu. On some passenger operations there are losses; yes. 

Senator Smarners. In other words, are you figuring that this 
price that you are charging with respect to certain freight opera- 
tions is because you are losing on certain operations other than 
freight ? 

Mr. Watsu. Because there are certain other operations of our 
business that do not bear their full share of the burden of maintain- 
ing the railroad plant. T couldn’t go along with you on the use of the 
word “cost.” I think that the use of the word “cost” in that context 
is economically unsound. 

Senator Smatruers. What has your particular company done to, 
say, cut down its overhead in recent years ? 

Mr. Watsu. Senator, I would rather not answer that type of ques- 
tion, because that is a management question. 

Senator Smaruers. Aren’t you in the management department? 

Mr. Watsu. Operational management. My jurisdiction is only 
in operation of the freight-rate department. 

Seantor Smatuers. Well, then, if you are in the freight-rate de- 
partment does that mean that you don’t have anything to do with 
the passenger rate ? 

Mr. Warsn. That is right. 

Senator SMatuers. You have nothing to do with that? 

Mr. Watsu. No. 

Senator Smatuers. You don’t have anything to do with the man- 
agement of this railroad at all then ? 

“Mr. Warsi. I have to do with the management of the operation 
of the railroad, which consists of fixing interstate freight rates. 

Senator Swaruers. But you don’t know what part of the cost of 
the operation is represented in your passenger operation ? 
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Mr. Watsu. No. 

Senator Smaruers. So then as far as you know you are satisfied 
yourself that in your particular department only, with respect to 
freight rates, the rates are already too low to return a big enough 
revenue to you ? 

Mr. Watsu. Yes. 

Senator SmaruHers. Do you think that if the rates were lowered 
any further you would go out of business ? 

Mr. Watsu. It could happen. 

Senator Smaruers. Did you make a statement similar to that before 
1956? You have made that statement before, haven’t you? Even 
before you lowered the rates in 1956 you had made the statement that 
you thought the rates were already too low? 

Mr. Watsu. But that is not the statement you made, Senator. Your 
question was whether if we keep on lowering the rates we might go 
out of business. 

Senator Smatuers. Well, obviously you can lower them beyond 
the point where they would be economically sound. 

Mr. Watsu. That is the point we are fearful of, Senator. 

Senator Smatuers. But you would admit that they are not there 

et ! 

Mr. Watsu. I will admit that they are pretty near it, Senator. 

Senator SmatHers. But they haven’t yet arrived at that point? 

Mr. Barron. Mr. Chairman, may I ask Mr. Walsh a question ? 

Senator Smatuers. Yes. 

Mr. Barron. Mr. Walsh, I notice you say that the freight rates 
shouldn’t be reduced any lower than they are now. 

Mr. WatsH. We can’t bear any lower rates. 

Mr. Barton. Why did the railroads spend so much time then in 
recent hearings to obtain freedom to decrease their rates in order to 
compete for traffic? 

Mr. WatsuH. We are both talking about freight rates. You are 
talking about reduction of rates on traffic that we are now handling, 
on the one hand, and reductions of rates on traffic that we don’t handle, 
on the other. 

Mr. Barron. Of course you are going to put them into effect on 
some things you are now handling, but how do you reconcile those two 
statements ? 

Mr. Watsu. There is no difficulty in reconciling those two state- 
ments. I think the implication that revenues would be enhanced if 
a general reduction is put into effect is erroneous. On the contrary 
I think railroad revenues will be seriously impaired. 

Mr. Barron. What did the railroads mean when they said they 
wanted to reduce their rates for competitive purposes ? 

Mr. WatsH. We don’t use that term with respect to all rates, we 
use that term only with respect to rates on which the railroads require 
an adjustment to increase the traffic volume. 

Senator Smaruers. In other words, what you really are saying is 
that you want to keep the rates as high as you can keep them on all the 
business that you now have, but on the other hand you would like to 
have a right to try to get further business by reducing your rates; is 
that what you are saying ? 

Mr. WALSH. Well, if I follow your statement it is this, that we de- 
sire to maintain our present rate level on the traffic that we are now 
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handling, and reduce rates on traffic that we are not handling. That 
is right. 

Senator Smaruers. I think we understand each other, Mr. Walsh, 
and we will make your statement in toto a part of the record. Now, 
do you think you have had a free and full opportunity to say what you 
want to say ? 

Mr. Watsu. No, sir; I don’t think so. 

Senator Smatuers. All right; you say what you have tosay. It is 
12 o’clock. We are going to give you 5 minutes more to say what 
you have to say. 

Mr. Watsu. I think that the difficulty is this, getting back to the 
premise that I established earlier, that there is only one railroad cost 
figure that is pertinent in arriving at rail freight rates, and that is 
the total operation figure. 

Senator Smaruers. How do you know that when you don’t know 
anything about the passenger operation on your railroad ? 

Mr. Watsu. But I do know something about those things, Senator. 

Senator Smaruers. Well, when I asked you a moment ago you 
didn’t know anything about it. 

Mr. Watsu. I am not here purporting to be a witness on those 
matters. 

Senator SmarHers. Well, if you know something about that you 
can testify. 

Mr. WatsH. From general knowledge I do know that our manage- 
ment has gone to extreme lengths to reduce expenses and to keep those 
expenses within the bounds of our revenues, and I know that they 
have done things that should be done to assure the shippers in our 
territory the kind of railroad service that they will need for the 
future. 

Senator SmarHers. Do you have knowledge about whether or not 
a dividend has been paid your stockholders in the last year ? 

Mr. Watsu. Yes. 

Senator Smatuers. Were they paid dividends? 

Mr. Watsu. Yes, from 

Senator Scuorrren. Mr. Chairman, I would like 

Mr. Watsu. May I finish what I was about to say ¢ 

Senator Smarners. Yes. 

Mr. Watsu. A large share of the dividends that our company pays 
comes from other than N. P. Railway transportation service. 

Senator Smaruers. I understand. 

Senator Scuorrre.. Now, I have just had time to run through this 
statement of yours hurriedly. I see that in your statement you have 
taken the various categories of traffic, for instance, grain, lumber, 
phosphate rock and products, and so forth. Have you made a com- 
parative analysis in your statement as to what the situation is that is 
the subject matter of this hearing, is that included in your statement ? 

Mr. Watsu. I have done that on each commodity. I have indi- 
cated the considerations that enter into the freight rate level on each 
commodity included in the class-rate level. 

Senator Scnorrrer. So that is rounded out in your statement ? 

Mr. Watsu. Yes. 

Senator Scrorrret. And your statement is to be made a part of 
this record ? 
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Mr. Wausu. That’s right. 

Senator Scuorrrei. And you are here testifying now, as I under- 
stand it, with reference to the rate structure, for which you are re- 
sponsible in your railroad operation ? 

Mr. Wausu. That’s correct. 

Senator ScHorerret. Very well. 

Senator Smaruers. All right, Mr. Walsh, you have 4 minutes left 
now, so make it real good. 

Mr. Watusu. Senator, due to the fact that we must maintain rates 
on a subnormal basis for the products of our territory, we must have 
higher rates on the traffic that can bear such rates. Now, rates of 
the kind we are talking about that are applicable to high-priced manu- 
factured goods when they are finally expressed in the price at which 
the goods are sold over the counter to the customer mean very little. 
For instance, a freight rate of 3 cents on a shirt doesn’t amount to 
very much. On the other hand, the revenue that we get from han- 
dling that type of traffic is very important to us, and the fact that we 
do have higher rates on that traffic to the distributor operates in a 

that is in the best interests of our shippers and receivers. 
enator Smatuers. You said that it doesn’t mean anything to the 
man who has to pay an additional 3 percent on a shirt ? 

Mr. Watsu. An additional 3 cents on a shirt that costs $4. 

Senator Smaruers. Well, when a farmer has 5 children and he’s 
buying 3 shirts for each one of his children, it would mean something, 
wouldn’t it ? 

Mr. Watsu. If the revenue loss that we would have to sustain 
through the extension of a low scale of class rates were then reap- 
plied to other commodities, isnt’ it obvious that the farmer whose 
rates were increased on his wheat and livestock would be worse off 
than before the reduction of the class rates ? 

Senator Smaruers. I am going to plead the fifth, because I don’t 
understand the question. 

Mr. Barton. These claims were made in connection with freight- 
rate reductions South and Southwest on 28300, if they lowered the 
class rates? 

Mr. Watsn. The general level of class rates. 

Mr. Barron. I say the claims that are being made now were made 
in 28300 in connection with the South and West. 

Mr. Watsu. Yes. 

Mr. Barron. Do you know of any complaints that were made on 
class rates that were reduced in the South and Southwest? Do you 
know ofany? That is the question. 

Mr. Wausu. The general level of rates reflects 

Mr. Barron. Mr. Walsh, do you know of any that have been in- 
creased ? 

Mr. Watsu. Well, yes; the whole freight-rate structure has been 
increased since May 30, 1952. 

Now I would like to get in before I conclude information for the 
benefit of the subcommittee regarding rates of return. There have 
been rates of return on other railroads even greater than on the western 
railroads. In 1957 the rate of return of the south-district railroads 
was 4.04 percent, while the rate of return of the western-district rail- 
roads was 3.17 percent, lower than the other 3, and lower than the 
national average of 3.33 percent. 
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Senator Smaruers. Well, where did you go to get those figures? 

Mr. Watsu. These figures are 

Senator Smaruers. Those are not the Interstate Commerce Com- 
mission figures, because we have the Interstate Commerce Commission 
figures, and also the Association of American Railroads figures in our 
hearings. 

Mr. Watsu. These figures are figures computed by the railroads. 

Senator SMATHERS. By what railroads? By the Association of 
American Railroads? 

Mr. Watsu. By the railroad group that I represent here, and I 
think that I should say this, that they are the rates of return for the 
railway operations. Now I am not sure that the figures that you 
are referring to are the rates of return for railway operations only. 

Senator Smatuers. All right, sir. Now you have about 2 minutes 
left. Do you think that will be enough for you to finish? We are 
going to make your statement in full a part of the record. 

Mr. Watsu. The rate adjustment has tremendously benefited the 
economy of the State. I would call your attention to the text be- 
ginning on page 34 of my statement, in which I compare the in- 
come and growth of the economy of Montana with the growth of 
the remainder of the country, and particularly with the States im- 
mediately adjoining, which are alleged to be preferred, I think that 
this will show that our ri atemaking policies have benefited the State 
tremendously, that it has benefited the farmers. The figures are 
set forth, and outstanding is the fact that the average wage in Mon- 
tana is 20 cents per hour greater than in the United States asa whole. 
Now I think that is indicative that our policies have been wise 
in the respect that they have affected the economy of the State of 
Montana. We, the railroads, have benefited, but we have not bene- 
fited proportionately. Our revenue is below what it should be to en- 
able us to carry on the operation that we should. 

Senator Smaruers. Mr. Walsh, let’s finish with this question. You 
no doubt appreciate the State of Montana and what it has meant 
to your railroad with respect to return on investment, and you want 
it to grow, do you not? 

Mr. Watsi. That’s right. 

Senator Smaruers. And you will reduce rates wherever you think 
you can, because you believe that if you can attract more people 
to this area, ev entually it will result in the betterment of everybody, 
is that right? 2 

Mr. Warsi. That is what we have been striving for, that is our 
policy. 

Senator Smaruers. And you will continue to do that wherever it 
is possible ? 

Mr. Watsu. Yes. 

Senator Smatrnuers. All right, Mr. Walsh, I think that’s fine, and 
your complete statement will be made a part of the record. 

(The complete statement of Mr. Walsh follows :) 

Mr. Chairman, my name is Paul A. Walsh. I am general freight traffic 
manager, Northern Pacific Railway Co., St. Paul, Minn. I have been employed 
in the traffic department of the Northern Pacific since June 1920. In my present 
position I have the responsibility of directing the freight rate department and 
in carrying out company policies with respect to freight rates. 
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The only information the railroads have as to the purpose of this investi- 
gation is that it was requested in order to determine whether freight rates in 
Montana could be reduced. The railroads desire to provide the subcommittee 
with as much information on that subject as could be assembled in the short 
time available since word was received of the date set for this hearing. In order 
to avoid duplication of effort, I am appearing as their spokesman. 

To begin with, I wish to express the deep appreciation and gratitude of the 
Montana railroads for the splendid work done by this subcommittee in its 
investigation of the deteriorating railroad situation and particularly for its 
efforts in bringing about the repeal of the 3-percent excise tax on freight trans- 
portation, which on Montana freight bills amounts to in excess of $3 million 
annually. 

If a general reduction in Montana freight rates were at all possible, consistent 
with the financial necessities of these railroads, no one would be happier than the 
railroads themselves. The truth is the Montana railroads are not obtaining ade- 
quate earnings, the freight rates of greatest importance to Montana’s economy 
are already upon a subnormal level required by competitive conditions, and freight 
revenues have not kept pace with steadily rising labor and material costs. 

Montana ranks third in land area among the States and 42d in population. 
It is 1 of the 8 Mountain States of Montana, Idaho, Wyoming, Colorado, New 
Mexico, Arizona, Utah, and Nevada which possess common characteristics with 
respect to topography, precipitation, and population density. These States 
together encompass 28.9 percent of the land area of the 48 States and only 
3.7 percent of the population. Together with the three Pacific States of Wash- 
ington, Oregon, and California, they comprise the group generally identified as 
the Mountain-Pacific States. The three Pacific States encompass 10.8 percent 
of the land area and 10.7 percent of the population of the 48 States; 85.6 percent 
of the population of the United States lies outside Mountain-Pacific territory 
(population figures are for July 1956). 

Montana shares with other Mountain-Pacific States a common interest in the 
development of some of the same natural resources in agriculture, minerals, and 
forestry, a large proportion of which seek the same common market in the 
populous sections of the Mississippi Valley and the States east thereof. Due to 
the geographic location of the Mountain-Pacific States with relation to the 
heavily populated consuming centers in the midwestern and eastern section of 
the country and the long distances between these areas (appendix, p. 1), Mon- 
tana, along with other Mountain-Pacific States, is vitally dependent upon ade- 
quate and efficient rail transportation for the functioning of its economy. 

Adequate and efficient rail transportation requires continuous improvement 
in operating efficiency to meet the transportation needs of the territory at prices 
permitting goods to be exchanged between the West and the eastern portions of 
the country on a sound business basis for both industry and the railroads. 
While it must be realized there is a community of interest and interdependence 
between the economy of Montana and the Mountain-Pacific States and the rail- 
roads as its principal transportation agency, the adaptation of railroad per- 
formance to the specific requirements of the commerce of the territory has been 
accomplished at great sacrifice to the railroads themselves. That adaptation 
and sacrifice has evolved a rate structure of tremendous force in promoting the 
growth of agriculture and industry utilizing basic natural resources, thus pro- 
viding income and purchasing power for the farmer, worker, proprietor, and 
professions of Montana and the West, sustaining the prosperity of all means of 
livelihood. It is my intention to demonstrate these facts. 

The entire length of Montana is traversed by the main transcontinental rail- 
road lines of the Northern Pacific, Great Northern, and Chicago, Milwaukee, St. 
Paul & Pacific Railroad Cos. The lines of the Great Northern and Northern 
Pacific extend from Puget Sound in the State of Washington and Portland, 
Oreg., on the west, to Lake Superior and Minneapolis-St. Paul, Minn., in the 
East. The main transcontinental line of the Chicago, Milwaukee, St. Paul & 
Pacific extends from Puget Sound to the same eastern termini and also to Chi- 
cago, Ill., and Terre Haute, Ind. The Union Pacific reaches Montana by a sec- 
ondary main line extending from its main transcontinental railroad line at 
Pocatello, Idaho, to Butte, Mont. The Chicago, Burlington & Quincy serves Mon- 
tana with lines extending from Chicago and St. Louis through Wyoming to 
Billings and Laurel, Mont. 

During the year 1956 the railroads transported 7,776,670,000 ton-miles of 
freight to and from the State of Montana, of which 82.3 percent originated and 
17.7 percent terminated in the State. It is thus apparent that Montana’s trans- 











MONTANA FREIGHT RATES 37 


portation requirements are preponderantly for traffic exported to other States 
and to a much smaller extent for commodities imported. 

Of those commodities which constitute the bulk of the outgoing traffic, the 
following are of greatest importance: 

Grain and grain products. 
Cattle, calves, sheep, and goats. 
Phosphate rock and its products. 
Lumber, shingles, and other sawmill products. 
Petroleum fuel oils and asphalt. 
Chemicals. 

Aluminum smelter products. 
Copper smelter products. 

Lead and zine smelter products. 
Ores and concentrates. 

Sugar. 

Since these basic extractive commodities cannot be consumed in Montana or 
in its vicinity, they must, and do, move in volume to the far distant populous 
centers of the Nation where they are sold in competition largely with similar 
commodities produced in areas closer to the consuming centers. This distance 
factor and market competitive situation makes necessary an extremely low 
depressed level of rates for the movement of Montana’s heavy export traffic. 
If this low level of rates did not exist, Montana producers would not be able to 
sell their basic products, and producers, railroads, and service industries would 
suffer. 

Since Montana’s outgoing traffic moves at a low level of rates, it is absolutely 
essential that much of its small volume of import traffic, which consists pri- 
marily of highly valued manufactured goods and merchandise, bear relatively 
higher rates if adequate and efficient service is to be provided for the pre- 
ponderant outbound movement. In other words, the railroads’ overall rate 
structure must be compensatory. What I have said with reference to Montana’s 
traffic characteristics and the pricing practices of the Montana railroads is the 
fact that utmost emphasis is placed upon low rates on the natural resources 
of field, mine, and forest, upon which agriculture and industry are directly 
dependent and upon which all phases of commerce and livelihood in the State 
are ultimately dependent. 

At this point, it seems appropriate to explain the commodity rate adjustment 
which has been adapted to Montana’s railroad traffic. An adequate explanation 
necessarily includes some history and examples. It is also of importance that 
during the many years of regulation a large part of the railroad rate adjustment 
has been the subject of investigation and consideration by the Interstate Com- 
merce Commission. 

Following the Hoch-Smith resolution of January 30, 1925 (68th Cong., Public 
Res. No. 46), rate investigation proceedings were instituted by the Commission 
on a number of commodities. Of principal importance to Montana were the 
investigations of rates on grain and grain products, livestock, and smelter 
products. The Hoch-Smith resolution directed the Interstate Commerce Com- 
mission to review all rates with— 

“Due regard, among other factors, to the general and comparative levels in 
market value of the various classes and kinds of commodities as indicated over 
a reasonable period of years, to a natural and proper development of the country 
as a whole and to the maintenance of an adequate system of transportation.” 

The Commission was further directed : 

“In view of the existing depression in agriculture, the Commission is hereby 
directed to effect with the least practicable delay such lawful changes in the 
rate structure of the country as will promote the freedom of movement by com- 
mon carriers of the products of agriculture affected by that depression, including 
livestock, at the lowest possible lawful rates compatible with the maintenance 
of adequate transportation service.” 

GRAIN 


The rate adjustment prescribed in the Western Grain case (164 I. C. C. 619, 
173 I. ©. C. 511, and 205 I. C. C. 301) during the depression years is still the 
underlying basic grain-rate adjustment in the western district modified only by 
subsequent general increases. 

Montana is noted for its high quality wheat, much sought after for milling 
into bread flour. There is competition in the purchase of Montana wheat from 
both Pacific coast and eastern markets. In recognition of this competitive situ- 
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ation, the Commission approved a large group blanketing general Montana with 
a single rate of 42 cents to the eastern terminal market at Minneapolis and 39 
cents to western terminal markets at Seattle and Portland. In its discussion, 
the Commission said that the same rate level prescribed from southern Idaho to 
Seattle would result in a rate of 42 cents from central Montana to Seattle if 
applied to that territory. The lower 39-cent rate was, however, prescribed. 
The Commission’s general comments in the Grain case summarize major consid- 
erations involved in its decision: 

“* * * Rates on wheat are closely related to one another, and even a slight 
change in one will ordinarily affect the movement governed by the others. In 
fact, generally speaking, all the rates on wheat may be likened to a huge blanket 
covering the entire country, and a pull on any part of this blanket to the extent 
of 1 or 2 cents, sometimes even a fraction of a cent, will be felt in every other 
part. 

“The action here taken represents the fullest possible response to all the man- 
dates of the law affecting, among other things, the important subjects of levels 
and relations of rates, the natural and proper development of the country as a 
whole, and the maintenance of an adequate system of transportation” (vol. 164, 
at p. 697). 

In the general ex parte increases approved by the Interstate Commerce Com- 
mission, due to inflation occurring during and since World War II, the amount of 
the increases approved for grain have been less than for commodities generally. 
The cumulative increases on grain since June 30, 1946. amount to 95.7 percent, 
while the cumulative increases approved for commodities generally is 116.4 
percent. In eastern territory, the cumulative general increases amount to 198.1 
percent. The basic rates on grain are thus at a relatively lower level than when 
established during the depression years. 


LIVESTOCK 


The basic rates on livestock applicable to movements from Montana to both 
eastern and western markets were prescribed in the Western District Livestock 
ease (176 1. C. C. 1). In explaining the low level of rates which it prescribed, 
the Commission said: 

“A just and reasonable rate level is one that is justly and fairly related to 
other just and reasonable rates and that covers the cost of rendering the service 
and includes some profit to the carrier in the aggregate. The extent of that 
profit is generally determined by the well-known rule of ‘what the traffic will 
bear,’ which is largely controlled by the nature of the commodity and the dis- 
tance it must move to find a market. Livestock, as we have elsewhere indicated 
in this report, is a commodity which from its nature cannot be expected to do 
more than ‘pay its own way’; that is, it cannot sustain a rate level which will 
produce more than the cost of rendering the service plus a minimum of profit. 
Judged even by these standards, livestock in portions of the western district 
is not at present bearing its fair share of the transportation burden; and under 
the rate levels herein found reasonable it will do no more than meet these 
minimum requirements. Indeed there is room for doubt whether the rates found 
reasonable will, on sheep and hogs, single deck, and, for the longer hauls of 
Sheep and hogs, double deck, and cattle, say above 1,000 miles, produce more 
than a small margin above the actual cost of transportation” (176 ICC 83). 
[Emphasis supplied. ] 

A large proportion of Montana cattle moves to markets in California or the 
Midwest where the distance approaches or exceeds 1,000 miles and consequently 
moves at rates which the Commission characterized as marginal in the last 
sentence of the above-quoted paragraph. As with grain, the cumulative general 
increases for livestock have been less than for commodities generally, the per- 
centage increase for livestock being 95.7 compared with 116.4 percent for general 
commodity traffic in the West and 198.1 percent for general commodity traffic 
in the East. It is thus apparent the extremely low level of rates on livestock 
is now more depressed than when established in relation to other traffic. 


SUGAR 


Sugar production in Montana from sugar beets is one of Montana’s principal 
industries. Factories are located in eastern, central, and western parts of the 
State. The cultivation of sugar beets to supply these factories affords cash 
income as well as crop diversification for Montana farmers. 
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Sugar produced in the State is marketed principally in the Midwest where it 
meets the competition of cane sugar from Atlantic coast and gulf ports, and also 
from beet sugar produced in the Midwest much closer to the market. The price 
Montana sugar producers can obtain is necessarily limited by the price at which 
cane sugar from the seaboard is obtainable. The intense competition between 
western beet sugar and cane sugar from the gulf coast at Chicago, St. Louis, and 
other points in the Midwest has been considered by the Interstate Commerce 
Commission in a number of cases dealing with rates on sugar from both the 
gulf and the West (Sugar Cases of 1922, 81 ICC 448; American Sugar Refining 
Company, et al., 169 ICC 557 ; Sugar Cases of 1933, 195 ICC 127 ; Sugar to Chicago, 
211 ICC 239). 

In Sugar Cases of 1938 (195 I. C. C. 127, 161), the Commission said: 

“The importance of sugar-beet production to the welfare and prosperity of 
Colorado and other sugar-beet-producing sections in the origin territory; the 
relative standing of that territory in the production of beet sugar in the United 
States; and the necessity for marketing the bulk of the sugar there produced 
in the more populous areas immediately east thereof, including the destination 
territory, are described at some length in American Sugar Refining Co. v. Chi- 
cago B. & Q. R. Co. (169 I. C. C. 557). The evidence on these points in this case 
is extensive and goes to emphasize and amplify what was there stated.” 

Low rates proposed by the carriers were approved by the Commission in this 
and other cases for the reasons cited. 

Due to the necessity of preserving the relationship in rates from beet sugar 
refining points in the competitive markets, maximum holddowns limiting the 
amount of increases have been prescribed by the Commission in each of the 
postwar general freight rate increase cases so that, for example, the relation- 
ship in the rate from Billings, Mont., with New Orleans is the same today as 
it was on June 30, 1946. However, this has meant an increase of only 96 percent 
in the rate from Billings as compared with an increase of 113 percent in the 
rail rate from New Orleans to Chicago, and an increase of 116.4 percent for 
general commodity traffic in the West. 

In this case again, as with grain and livestock, the ability of the railroads 
to recover increased operating expenses due to inflation has been limited by 
the character or traffic handled by them and the necessity for low rates to move 
that traffic the long distances from Montana to large consuming centers of 
population. 

The depressing effect of the low rates on the long-haul movement of sugar 
to Chicago in competition with sugar from the gulf is indicated by the ton- 
mile revenues, which are, from Sidney, Mont., 1.78 cents; Billings, 1.42 cents; 
Missoula, 1.27 cents; as compared with ton-mile revenue of 1.91 cents produced 
by the low-barge competitive rate, New Orleans to Chicago. (Distances, in 
miles: New Orleans, 890; Sidney, 1,036; Billings, 1,222; Missoula, 1,559.) 

While Montana farmers, factory workers, and industries have benefited by the 
cooperative effort of the railroads in moving sugar to long-haul competitive 
markets at low rates the ton-mile revenues of the railroads have not been in 
keeping with inflationary cost factors but their traffic has been preserved. 


LUMBER 


The production of lumber and other forest products is a large and growing 
source of employment and income for the State of Montana. Production grew 
from 325,388,000 board-feet in 1940 to 783 million board-feet in 1955, the latest 
year for which statistics are available, representing an increase of 141 percent 
in a period of 15 years (appendix, p. 2). 

The rate adjustment on lumber from Montana is related to that from the 
Pacific Northwest. The overall economy of the Pacific Northwest and westerp 
Montana is dependent upon the forests and the forest-products industry. The 
financial stability of the transcontinental railroads serving that area is similarly 
dependent upon these forests, since to support that economy the bulk of the 
production must be marketed in the consuming venters of the East and Middle 
West in competition with similar products from other sections of the country 
much closer to these consuming centers. Since the earliest production of lumber 
in the Pacific Northwest, the forces of market and water competition have com- 
pelled the establishment of depressed rail rates. The rate structure on lumber 
from Montana, Idaho, and the Pacific Coast States to destinations east of the 
Illinois-Indiana State line was reviewed by the Interstate Commerce Commission 
in 1932 in relationship to rates on lumber from Southern States to the same 
destinations and found lawful (183 I. C. C. 191). 
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Subsequently, there was published, to become effective June 10, 1935, a blanket 
rate on sawmill and planing mill products from the Pacific coast and interior 
origins, including Montana, to all destinations in the States east of the Illinois- 
Indiana State line and north of the Ohio River. This postage stamp adjustment 
was initiated in response to demand from the lumber manufacturing industry in 
the origin territory. It was placed in effect August 24, 1935, after formal in- 
vestigation by the Interstate Commerce Commission in Lumber From Pacific 
Coast to Eastern Points (210 I. C. C, 817), during which the adjustment was 
opposed by producers in Southern, Southwestern, Middle Western, and New 
Ingland States. 

These opposition parties contended the lower transcontinental rate would 
be preferential of manufacturers in Mountain-Pacific States and prejudicial of 
themselves because lower than justified by the greater distances from the West 
as compared with rates and distances over which their lumber moved. The 
protestants sought to retain the full advantage of the shorter hauls on their 
traffic. Support for the reduced rate among the benefited shippers in the West 
was unanimous. 

The record disclosed that during 1934 in excess of 600 million board-feet of 
lumber moved by water from tidewater mills and mills accessible to the ports 
on the Pacific coast to the involved destination territory. ‘The reduced rate was 
found necessary by the Commission to enable the railroads to compete with 
water transportation for this business and to enable inland mills distant from 
the ports to compete with others having access to water transportation. 

There is no question but that this rate adjustment has had a determining 
effect on the pattern of lumber business from western mills in face of the fact 
that competition with tidewater mills is still an element with which inland 
mills must contend. There is no doubt it has been of great assistance to the 
lumber producer in the State of Montana in marketing his products in official 
classification territory. The movement of lumber from Montana to official classi- 
fication territory grew 415 percent from 1948 to 1956, the latest year for which 
statistics are available (ICC carload waybill statistics). 

In addition to downward adjustments, lumber rates have been accorded special 
treatment in the general freight rate increase cases by maximum holddowns to 
preserve the competitive position of the transcontinental long-haul shipper with 
the shorter haul shipper in the same destination territory and to preserve the 
traffic of the railroads handling long-haul shipments. Basic eastbound trans- 
continental lumber rates originally established on a depressed basis to meet 
market or water competition have been further depressed by maximum hold- 
downs which have produced revenues from this traffie less than necessary to 
compensate for increases in wage rates and the cost of materials. 

All of the inflationary factors with and since World War I have resulted in a 
rate from Hattiesburg, a representative point in Mississippi, to Chicago, for 
example, that is today 240 percent higher than the rate on June 24, 1918, while 
the rate from Missoula to Chicago increased only 158 percent in that period. 

The increases caused by the inflation from and since World War II increased 
the rate from Hattiesburg to Chicago 125 percent over June 30, 1946, compared 
with an increase of 86 percent from Missoula to Chicago in the same period. 

The rate from Hattiesburg to Pittsburgh increased 124 percent over June 30, 
1946, compared with an increase of but 79 percent in the water-competitive rate 
on lumber from Missoula to Pittsburgh. 

Every producer of lumber in the West who has any knowledge of the easthound 
transcontinental lumber rate adjustment is aware of the fact that lumber mills 
in the Southern States have strongly opposed special treatment of lumber rates 
on behalf of western shippers at all of the hearings before the Interstate Com- 
merece Commission in which the question of relationship of rates from the two 
territories to eastern destinations has been involved. 

The increased volume of production which Montana lumber manufacturers 
have achieved has brought increased income to people employed in the forest and 
by the lumber industry, and to the lumber millowners, due to the market competi- 
tive ratemaking policies of the transcontinental railroads which have fostered the 
growth of this industry. 

PETROLEUM PRODUCTS 


The crude oil capacity of refineries operating in the Billings-Laurel area of 
south-central Montana and in the Sweetgrass-Cut Bank area in the Northwest 
part of the State has grown from 52,500 barrels per day in 1950 to 65,650 barrels 
per day in 1955. This growth corresponds with the growth of the refinery 
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capacity in the United States during the same period. Crude-oil run by Montana 
refineries climbed from 13,223,000 barrels in 1949 to 20,931,000 barrels in 1955, an 
increase of 58 percent, which exceeds the national experience (appendix, p. 12). 

Products pipelines handle gasoline, kerosene, and distillate fuels from Billings 
and Laurel eastward to Glendive, Mont., and westward to Spokane, Wash. 
Refinery production is limited by the market for low-grade byproduct residual 
oils and asphalt which are not transportable by pipeline and must be shipped 
by rail. Surplus production of California refineries reaching Washington and 
Oregon by oceangoing tanker and inland by river barge on the Columbia has 
dominated the market for heavy industrial fuels and asphalt in Washington 
and Oregon. Consumption in the immediately adjoining States of North Dakota 
and South Dakota to the east is also limited by sparse population and lack of 
industrial establishments. 

The nearest markets for large quantities of these low-grade products from 
Montana are in the areas of population and industrial concentration in eastern 
Minnesota, Wisconsin, and Illinois where there is intense competition from 
refineries in the destination areas that move their crude oil by pipeline or by 
pipeline and barge from the oilfields and competition with similar products 
shipped by rail from the nearby midcontinent area. 

A further consideration in the economics of petroleum refinery operation in 
Montana is described by the Interstate Commerce Commission as follows: 

“It is urged, therefore, that in view of the anticipated increase in production, 
it is imperative that the latter (Montana-Wyoming) refineries be accorded rates 
which will place them in a fair competitive relation with refineries in the other 
producing areas mentioned, particularly with respect to low-grade oils and 
asphalt which constitute by far the greater percentage of the volume of the 
petroleum products developed from the type of crude oil produced in Montana 
and Wyoming, which oil has a heavy asphaltic base ranging in gravity from 23 to 
29 percent. In this connection it is stated that in 1948 the petroleum industry as 
a whole had to dispose of 93 cars of distillate fuel oil, residual fuel oil, and 
asphalt for every 100 cars of gasoline and kerosene. A refinery at Lanrel had to 
dispose of 186 cars of low-grade products for every 100 cars of the products moy- 
ing on the refined oil rate. This latter ratio applies generally throughout the 
origin territory here considered” (Petroleum Products from Montana and Wyo- 
ming, 284 I. C. C. 451, 458, decided February 29, 1952). 

Reduced rates from Billings-Laurel to Minneapolis, St. Paul, Duluth, Superior, 
and adjacent territory, proposed by the Montana railroads to meet competition 
of Midwest and Oklahoma refineries, were approved by the Commission in the 
cited case. Other reduced rates have been established on heavy oils and asphlat, 
both prior and subsequent to the adjustment to the Twin Cities, to destinations 
in Wisconsin, Illinois, and other points in the Midwest for the same reasons. 
These adjustments have accomplished their purpose, providing an outlet for 
Montana industrial fuels and asphlat without which Montana refineries could 
not operate. 

Competing petroleum refineries at locations in the Middlewest and midconti- 
nent have strongly opposed reductions in rates from Montana (Asphalt from 
Montana and Wyoming to the Midwest, 292 I. C. C. 209, Mar. 25, 1954). 

Montana railroads have met the continuing need for market-competitive rates 
on low-grade fuels and asphalt from Montana refineries to long haul points of 
consumption in the Middlewest to permit these refineries to utilize their pro- 
ductive capacity to supply gasoline and light fuels in the areas which they serve, 
creating income for Montana industry, employment for its workers, and pur- 
chasing power to sustain local commercial activity which otherwise would not 
exist. 

ALUMINUM 


One of the great natural resources of the Pacific Northwest, including Montana, 
is low-cost hydroelectric power, which has attracted the location of electrometal- 
lurgical and electrochemical industries. The construction of the Hungry Horse 
Dam and electric generating plant at Coram, Mont., made possible the construc- 
tion of an aluminum reduction plant at Conkelley, Mont., with annual rated 
capacity of 60,000 tons. Competing major aluminum reduction plants are estab- 
lished in the Tennessee, Mississippi, and Ohio River Valleys. 

Reduction of import bauxite to alumina, which is the first step in the process, 
is accomplished at plants located on the gulf coast. Approximately 1.0 tons of 
alumina are required for 1 ton of aluminum. When the initial aluminum plant in 
the Vacific Northwest commenced operation at a port on the Columbia River 
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just prior to World War II, a very low rate, subject to a minimum of 1,800 tons 
per shipment, was established to permit rail movement as against available water 
transportation. This low rate was not increased proportionately with other rates 
in the general Ex Parte increase cases due to the imposition of holddowns in 
Ex Parte 162 and 166. 

Manufacturing plants to convert aluminum pig into finished sheets or shapes 
or intermediate stages of manufacture have also been established on the Pacific 
coast and there is such a plant operated by the Anaconda Co. at Great Falls, Mont. 

These manufacturing plants in Mountain-Pacific territory are the immediate 
destination of about 48 percent of the aluminum pig produced in the Pacific 
Northwest and Montana, the remainder being shipped to the Middlewest and 
eastern destinations (I. C. C. Carload Waybill Statistics, 1956, Class 555). 

Of the finished and intermediate stage aluminum shipped from manufacturing 
plants in Mountain-Pacific territory, approximately 88 percent is exported to 
long haul centers of consumption east thereof (I. C. C. Carload and Waybill 
Statistics, 1956, Class 557). 

These ratios of 52 percent for pig and 88 percent for finished aluminum 
articles indicate the dependence of the Pacific Northwest aluminum industry on 
distant markets where competition with aluminum from producing plants nearer 

destination and nearer sources of raw materials is keenly felt. 

For each ton of aluminum metal produced there is required approximately 
1.9 tons of alumina, 0.45 ton of petroleum coke, and 0.15 ton of pitch, together 
with small amounts of other ingredients. 

Approximately 7,600 ton-miles of railroad transportation is required in the 
movement of inbound raw materials and outbound finished product to deliver 
a single ton of aluminum pig from a plant in the Pacific Northwest to a desti- 
nation in official territory contrasted with approximately 1,600 ton-miles of 
transportation of raw materials and finished product to deliver a ton of aluminum 
pig from a southern plant to a destination in the same territory (appendix, 

is). 
: whe great amount of transportation required by alumlnum plants in the Pa- 
cific Northwest reaching markets in competiton with the South, where utiliza- 
tion of transportation is much less, has required the establishment of low rates 
on both raw materials and finished products of the Pacific Northwest aluminum 
plants by transcontinental railroads. This is indicated by the average reve- 
nue per ton-mile of 4.6 mills on alumina to the Pacific Northwest and 13.9 mills 
on the same commodity to plants in southern territory. Of the aluminum pig 
the average ton-mile revenue from the Pacific Northwest to official territory is 
10.6 mills and from the South to official territory 15.2 mills (appendix, p. 3). 

The 6.9 mills revenue per ton-mile for the accumulated transportation of raw 
materials and finished products on the haul for the aluminum plants of the 
Pacific Northwest contrasted with the average of 15.1 mills on the haul for 
aluminum plants of the South on pig delivered in official territory forcibly 
demonstrates the herculean effort of the transcontinental railroads, at great 
sacrifice in low rates, to aid the Pacific Northwest aluminum industry to 
maintain production and employment. 

Recently to assist Pacific Northwest aluminum plants in the adjustment of 
their transportation cost disadvantage, the railroads further reduced the rate 
on alumina from the gulf to the Pacific Northwest by 50 cents per ton, effective 
July 15, 1958. The eastbound rate on aluminum pig from the Pacific Northwest 
to Chicago is being further reduced $5.83 per ton, effective August 1, 1958, and 
the eastbound rate on aluminum sheet from Trentwood, Wash., to Chicago, IIL, 
will be reduced by $2.40 per ton, effective the same date, with related adjustment 
to the intermediate destination territory. 

It may be said without fear of challenge that the extremely low freight rates 
of the railroads, combined with low hydroelectric power rates, are essential 
to production of aluminum in the Pacific Northwest on an econimically sound 
basis in competition with other aluminum plants more strategically located 
with respect to eastern markets. This in turn, has assured factory income 
and payrolls in Montana and the Pacific Northwest, benefiting not only the alu- 
minum and railroad industries, but promoting the prosperity of the entire 
territory. Additionally, the low rate on alumina utilizes and promotes the west- 
bound flow of boxcars for the eastbound loading of grain and other products 
of Montana and the Pacific Northwest. 
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COPPER, LEAD, AND ZINC AND ORES 


Copper, lead, and zine from smelter and metal refinery operations at Great 
Falls, Helena, and Anaconda, Mont., amounted to 297,657 tons of railroad origi- 
nated traffic in 1957. 

United States production of copper is obtained chiefly from mines in the 
Mountain-Pacific group of States and formerly from Michigan; lead from Mis- 
souri, Kansas, and Oklahoma and the Mountain-Pacific group; zine from Mis- 
souri, Kansas, Oklahoma, New Jersey, Wisconsin, and the Mountain-Pacific 
group. ‘These nonferrous metals are also imported in large quantity and the 
export of these metals by other countries to the United States is an important 
source of dollar exchange accruing to the exporting nation with which to carry 
on reciprocal trade. It appears, in fact, that import metal is as freely sold in 
the domestic market as metal from any one of the producing States. Water 
transportation is available from smelters at or near Pacific and gulf ports to the 
North Atlantic Seaboard States where large quantities are consumed. The 
complex forces of market competition between domestic producers of copper, 
lead, and zinc, water competition on copper, lead, and zinc from the gulf, and 
from smelters on the Pacific coast, and import competition have had a depressing 
effect on the nonferrous metal rates. 

Smelters in Montana compete with smelters in Idaho, Utah, and Colorado 
for available ores. Utah and Colorado smelters, in turn, compete with smelters 
in Arizona, New Mexico, and Texas for ores accessible to either. All sell in 
eastern markets at the same prices. This intermingling of competition between 
the smelters, together with the interests of the railroads serving them, has, in 
turn, caused a closely related adjustment of rates on ores and smelter products 
throughout Mountain-Pacific territory. 

The rate adjustment on both ores and concentrates and nonferrous metals 
was the subject of an extensive investigation in one of the proceedings instituted 
by the Interstate Commerce Commission pursuant to the Hoch-Smith resolution 
(Nonferrous Metals Case, 204 I. C. C. 319). With respect to lead and zine the 
Commission said: 

“The great distances separating the leading fields of production, and the need 
for rates to permit the more distant ones to reach the chief consuming terri- 
tories, have also had considerable influence in keeping the rates on a low basis. 
The rates on lead and zine from Mountain-Pacific points were considered neces- 
Sary to permit the metals produced there to compete with the metals produced 
in the tri-State field and points farther east” (204 I. C. C. 385). 

To summarize the decision as a whole, it may be said that the Commission 
found the rates on nonferrous ores and concentrates within Mountain-Pacific 
territory, and on metals from Mountain-Pacific territory to eastern destinations, 
to be less than a reasonable maximum basis but that the rates were justified 
by the facts existing as to competitive forces and prices. 

There is no question of the importance of copper, lead, and zine production 
to the economy of the State of Montana and especially the cities of Great Falls, 
Butte, Anaconda, and Helena. Market-competitive rates for the long hauls to 
points of heavy consumption in the eastern part of the country are, of course, 
necessary to permit smelters in Montana to operate on a basis of equality with 
other domestic smelters of the same metals and to compete with import metal. 

Through the years the rates on nonferrous metals have continued on a less 
than reasonable maximum basis. The development and continuation of the 
mining and smelting industry has been possible because of the voluntary recog- 
nition by the railroad industry, in its own interest, of the problems of the non- 
ferrous metals producer in this territory and the competition which that pro- 
ducer must face. 

PHOSPHATE ROCK AND PRODUCTS 


Nature has favored Montana with extensive deposits of phosphate rock at 
locations just west of the Continental Divide west of Helena and Butte and 
extending southward. Phosphate rock, in turn, is the basis for an industry at 
Anaconda at which acid phosphate for fertilizer is produced. Elemental phos- 
phorus is produced from this rock at another plant at Silver Bow, Mont. Mon- 
tana phosphate rock is also shipped to fertilizer plants in adjoining Provinces 
of Canada. Phosphate rock originated by railroads in Montana in 1957 amounted 
to 820,524 tons. 

The fertilizer plant at Anaconda when first constructed in the twenties was 
intended primarily as an outlet for sulfuric acid derived as a byproduct from 
the smelting of ores. At that time the principal markets for phosphate fertilizers 
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were in the States of Ohio, Indiana, Illinois, Missouri, and Iowa and these were 
then being supplied from phosphate fertilizer plants in Florida and Tennessee. 
Extremely low rates were established in an endeavor to market Montana fer- 
tilizer in the first-named States but this effort was not successful as a permanent 
venture. Other markets were found in and west of the Red River Valley of 
Minnesota and the Dakotas and west of the Missouri River, but more especially 
within Mountain-Pacific territory. The low rates established from Anaconda 
to the Middlewest and Eastern States have been referred to by other fertilizer 
producers seeking reduced rates in formal proceedings before the Interstate 
Commerce Commission (Ohio Farm Bureau Federation, et al., 146 I. C. C. 419, 
423; Armour & Company, 289 I. C. C. 307, 312; Potash Company of America, 258 
I. C. C. 109, 124). 

Generally, fertilizer is accorded low rates, contrasted with other commodities, 
to encourage its application and promote the efficiency of land utilization and 
farm operation. 

The elemental phosphorus plant of Victor Chemical Works commenced opera- 
tion at Silver Bow, Mont., in 1951. Prior to location of this plant, the trans- 
portation problems relating to raw materials and finished product were dis- 
cussed with Montana railroads. Rates were established for inbound phosphate 
rock and coke, and outbound phosphorus to the Chicago district and southern 
California on a basis that would allow the Silver Bow plant to be economically 
operated, with transportation as an element of cost, in competition with phos- 
phorus plants in the Tennessee Vailey and Idaho. Subsequently, rates were 
established for inbound movement of coke and phosphate rock from additional 
origins and on phosphorus from Silver Bow to Pennsylvania and San Francisco 
Bay. The rate from Silver Bow to the Chicago district was reduced effective 
May 14, 1958, because of reductions in rates on this commodity from other 
origins in the Chicago district. 

This chemical phosphorus plant and its continued successful operation is an 
important addition to the income, employment opportunity, and increased 
consumer purchasing power in Montana. The freight rates established by the 
railroads have aided in bringing this about. 


COAL 


The Hanford project of the Atomic Energy Commission has in recent years 
provided the largest single outlet for Montana coal, accounting for the larger 
part of 166,288 tons originated in 1957. The low rate made by the Milwaukee 
Railroad by a section 22 quotation is the sole explanation for this movement 
in competition with low-cost mines in Wyoming and Utah. The present de- 
pressed rate of $3.80 per ton from Queens Point, Mont., to Hanford Works, 
produces only 4.3 mills per ton per mile. 

In spite of this low rate it was necessary for the Milwaukee just this past 
week to make a further reduction of 6 cents to permit Montana coal to qualify 
for future requirements. By any standard the rate of $3.54 now quoted is an 
extremely low rate. It is being made at a very definite sacrifice to keep a 
Montana mine in operation. 

CLASS RATES 


It will thus be apparent that the commodity rate adjustment represented 
by the important examples I have described and the class-rate adjustment apply- 
ing to higher rated goods round out the railroad price structure toward func- 
tional objectives, namely, the promotion of commerce and railroad revenue 
needs, with such revenue needs distributed proportionately according to 
intrinsic value of service and on a basis that will assure continuity of railroad 
transportation adequate for requirements of the territory. 

The only alternate approach to freight ratemaking completely ignores this 
element of proportionate value and assigns the railroads’ revenue needs arbi- 
trarily, according to some arithmetical computation, so that the charge for 
handling a carload of livestock, for example, would be the same as the charge 
for handling a carload of electrical appliances for the same distance. The 
resulting lower rate on a toaster, for example, would be so insignificant as 
compared with its selling price that it would mean virtually nothing to the 
consumer, but the resulting higher rate on the carload of livestock would be 
extremely critical to the producer, and in the case of a Montana livestock 
producer might well eliminate his product from the competitive market in 
the large consuming centers of the Nation. 
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Rates for class-rated traffic were among those which came under the investi- 
gations instituted by the Interstate Commerce Commission pursuant to the 
Hoch-Smith resolution (Western Trunk Line Class Rate Case, 164 I. C. C. 1; 204 
I. C. C. 595). Rates related to those prescribed between points in the Middle West 
were voluntarily extended by the railroads to and from points in Montana 
effective March 20, 1936. Following complaint of the Great Falls Traffic Asso- 
ciation (226 I. C. C. 467, 235 I. C. C. 459) a new adjustment was prescribed between 
official and western trunk line territories and Montana on a distance basis 
grading west from the North Dakota border into the rates previously prescribed 
to Spokane at the Idaho border. 

Following the decision of May 15, 1945, in the Uniform Classification Case 
(235 I. C. C. 459) the western district railroads, including those serving Mountain- 
Pacific territory, notified the Interstate Commerce Commission in June of that 
year that they were willing to join railroads in the East and South in the crea- 
tion of a single national classification to be substituted for the three territorial 
classifications then in existence. The assumption of this obligation by the 
Mountain-Pacific railroads carried with it the intention of providing an appro- 
priate adjustment of class rates to accompany the Uniform Classification. 

After the decision of July 26, 1951, in docket 28300, Class Rate Case (281 
I. C. C. 213), prescribing rates within and between the territory east of Montana 
identified as docket 28300 territory, attention was immediately given to an 
adjustment of class rates within, to, and from Mountain-Pacific territory for 
application with the Uniform Classification. Proposals for such an adjustment 
were extensively advertised and made the subject of public hearings by the 
railroad rate committees at various points within the West, including Mountain- 
Pacific territory. There was a large attendance at these hearings and a large 
measure of agreement among shippers and representatives of public bodies 
on the adjustment which they were willing to support. However, there was 
not unanimity, and as a consequence of dissatisfaction with this voluntary 
procedure indicated by some parties it was not possible for the railroads to 
bring this consideration to a conclusion. The matter was thoroughly investi- 
gated by the Commission in Class Rates, Mountain-Pacific Territory (296 I. C. C. 
555), instituted pursuant to the direction of Congress enacted in section 5 (b) of 
the Transportation Act of 1940. The rates prescribed in that case were pub- 
lished subject to the Uniform Classification, September 1, 1956. ; 

The rates prescribed between Mountain-Pacific territory and the territory 
east thereof extend the docket 28300 adjustment from the Mountain-Pacific 
border westward on a distance basis graduated out to the Pacific coast. The 
reductions percentagewise corresponded with the reductions within docket 
28300 territory and in actual amount were greater (appendix, p.4). A separate 
scale of rates was prescribed for application within Mountain-Pacific territory, 
also resulting in substantial reductions in rates. 

It was estimated at the time of the decision in the Mountain-Pacific case that 
the reductions would result in revenue losses to the railroads approximately 
$10 million. It was also estimated that rates on the same mileage basis as 
within docket 28300 territory would reduce railroad revenues by $35 million. 

The position of the Montana Railroad Commission in the Mountain-Pacific 
Class Rate proceeding is summarized by the Interstate Commerce Commission as 
follows: 

“They cannot advocate any specific scale of class rates that does not approx- 
imate the proposed rail scale. They do not wish to disrupt the present com- 
modity structure controlling the bulk of the traffic within the State of Montana” 
(296 I. C. C. 557). 

This position by the State of Montana was in complete agreement with the 
position taken by a large number of representatives of industry and public and 
civic bodies in Washington, Oregon, Idaho, and other portions of Mountain- 
Pacific territory. 

The Conference of Governors of the 11 Western States, meeting February 26, 
1958, at Colorado Springs, adopted the following resolution : 

“Now, therefore, be it resolved, That the Western Governors’ Conference 
respectfully requests that the Interstate Commerce Commission complete a full 
review and study of all western transportation rates with a view to their 
revision toward equity of rates.” 

This resolution was considered at a conference of the Public Utilities Com- 
missioners of the same Western States, meeting June 11, 1958, at Portland, Oreg. 
The following appears in the minutes of the meeting: 


29913—-58———-4 
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“This broad resolution (of the Western Governors’ Conference) on a very 
broad subject was discussed at the meeting of the rate committee. For the 
purpose of this report, it will suffice to say that we have no recommendation 
to make concerning any action to be taken by this conference so far as any gen- 
eral investigation is concerned. The rate committee is exploring the possibility 
of appointing a subcommittee to contact carriers for the negotiation of specific 
adjustments.” 

The class rates within, to, and from Mountain-Pacific territory, now in force 
as a result of the Commission’s decision in the Mountain-Pacific class-rate case, 
are interrelated as between the States within that territory. An adjustment 
from or to any one of the States would necessarily involve all of the others. The 
Montana railroads are not aware of any general sentiment for such complete 
class-rate revision, but are aware that strong sentiment exists on the part of 
industry and civic bodies within Mountain-Pacific territory opposed to such 
revision. 

I have mentioned that the type of traffic to which class rates apply consists, 
for the most part, of highly manufactured and high-priced merchandise which 
can readily bear higher rates than traffic generally as the amount of the trans- 
portation charge is but a small fraction of the price obtained by the shipper or 
paid by the consumer. To the individual, a total freight transportation charge of 
15 cents on 5 cotton shirts, for example, would hardly be noticed in the retail 
selling price. On the other hand, the revenues which the railroads obtain from 
class-rated traffic, thinly spread over the unit cost of merchandise when sold 
in the department, clothing, or hardware store, is an important item in relation 
to the revenue needs of the railroads. 

The financial situation of the Montana and Mountain-Pacifie railroads is such 
that they are not able to bear a reduction in rates on class-rated traffic. Any 
reduction in revenues from such traflic would have to be made up ultimately in 
the rates which the railroads charge on other traffic which they handle. In view 
of the consist of traffic of Montana railroads and the intense truck competition 
experienced on short-haul traffic, long-haul agricultural commodities, forest 
products, minerals and smelter products exported by the State of Montana 
would have to bear this increase. 


RATE OF RETURN 


In 1957 the rate of return on investment in property used in transportation 
service for the Montana railroads was as follows: Northern Pacific, 2.42 percent; 
Great Northern, 3.52 percent; Burlington, 2.87 percent; Milwaukee, 2.10 percent; 
and Union Pacific, 3.11 percent; or an arithmetical average of 2.80 percent. All 
of these railroads have experienced a relatively steady decline since 1957 when 
the average rate was 3.86. ; 

In its decision in Ex Parte 175, Increased Freight Rates, 1951 (284 I. C. C. 589, 
612), when the rate of return of the carriers generally over all districts and 
regions exceeded 4 percent, the Interstate Commerce Commission, after careful 
consideration, characterized that rate of return as “substandard and inade- 
quate.’ 


INTRASTATE RATES 


Inability on the part of the railroads to obtain any increases in their intrastate 
rates in Montana to meet rising costs until long after the need therefore has 
arisen is part of the reason for their currently unsatisfactory financial condition. 
At present the Montana intrastate rates and charges are at the level established 
on interstate traffic on May 2, 1952, pursuant to the Interstate Commerce Com- 
mission’s order in Hx Parte 175. Shortly after authorization of that increase on 
interstate traffic, the railroads applied to the Montana board for like increases 
on intrastate traffic, which were granted following a public hearing. The 
Montana Citizens Freight Rate Association, however, sought and obtained from 
the State district court a restraining order preventing the rate increase from 
becoming effective. The Montana commission and the railroads appealed the 
decision of the lower court to the Supreme Court of the State, but the decision 
was upheld in Montana Citizens Freight Assn. v. Board of Railroad Commis- 
sioners (1954) (271 P. 2d 1024), on the ground that the evidence was insufficient 
to justify the Commission’s action. 

While opinions differ as to what showing the Supreme Court held to be necessary 
to justify increasing the intrastate rates to meet increased costs, it apparently 
held that a full scale rate case had to be made with respect to the whole body of 
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intrastate rates, and in the next general increase case coming before it, involving 
Ew Parte 196 increases, the Montana commission, in its Docket No. 4475, In- 
creased Rates and Charges, 1956, denied the requested increases on the ground 
that no segregation of the cost of handling the intrastate traffic or of the fair 
value of the property used in rendering the service had been produced, as it 
believed required by the Supreme Court’s opinion. Following the decision of 
the Montana Supreme Court in the Montana Citizens Freight Rate Association 
case, the railroads sought and obtained an order of the Interstate Commerce 
Commission under section 13 of the Interstate Commerce Act, pursuant to 
which the Ex Parte 175 increases were made applicable to Montana intrastate 
freight rates and charges, effective January 1, 1956, after a delay of more than 
8% years. Ha Parte 196, 206 and 212 increases which now apply to interstate 
traffic from, to and within Montana have not yet been authorized on intrastate 
traflic. 

According to a calculated estimate, if all of the postwar general rate increases 
authorized by the Interstate Commerce Commission had been made effective 
on Montana intrastate freight rates and charges at the same time they were 
made effective on interstate traffic, the gain in revenue to the Montana carriers 
to the present time would have been in excess of $7 million, a sum badly needed 
to assist in meeting the steady rise in operating costs. Failure of the railroads 
to obtain the Ex Parte 196, 206, and 212 increases on Montana intrastate traffic 
is costing them over $2 million per year. The irony of this situation is that the 
intrastate shippers who opposed these increases would contribute but a small 
part of these additional revenues. 

Experience, implicit in the nature of the railroad rate structure, has brought 
about rates, intrastate and interstate, related to one another in proportion to 
value of service and revenue needs of the railroads from all traffic. When oper- 
ating expenses are increased by higher wagese and material costs, intrastate and 
interstate traffic must contribute proportionately. Otherwise, the freight trans- 
portation price structure fails to supply needed revenues and the capacity of 
the railroad to provide low-cost long-haul transportation for export commodities 
of the State is seriously impaired. 


FREIGHT RATES AND MONTANA’S ECONOMY 


The low-pricing policy of the railroads in the movement of Montana’s products 
of agriculture, forest, and mine to market has been a dominant and often con- 
trolling factor in all major phases of the State’s commercial development. The 
result of its tremendous influence in the dynamic growth of the State’s economy 
is demonstrated by the usual indicators and by comparison with the Nation as 
a whole. 

During the 16-year period from 1940 to 1956, the annual cash receipts from 
farming in Montana increased from $111,043,000 to $365,700,000, a percentage 
increase of 229 percent, the value of mineral production from $79,488,000 to 
$213,700,000, or 169 percent, and the value added by manufacture from $45,499,000 
to $242,983,000 or 434 percent. During the 15-year period from 1940 to 1955, 
the value of lumber production in Montana rose from $7,169,000 to $71,231,000, a 
spectacular increase of 894 percent. 

From 1939 to 1954, 321 manufacturing establishments were added to Mon- 
tana’s economy, an increase of 58 percent, and more than 10,000 employees or 
an increase of 115 percent were added in manufacturing alone. While vigorous 
growth was evidenced in all major industry groups, lumber and mill products, 
with an increase of 861 percent in value added, is outstanding. 

During the 10-year period from 1947 to 1956, while manufacturing employ- 
ment in Montana grew 35 percent, similar growth for the United States as a 
whole was only 20 percent and, while the value added by manufacture increased 
167 percent, the increase for the Nation was only 88 percent. 

Manufacturers’ expenditures for new plants and new equipment for estab- 
lishments in operation and those under construction similarly soared. Such 
expenditures in 1947 totaled $7,446,000 in Montana, while in 1956 they amounted 
to $83,657,000, an increase of 1,024 percent. This phenomenal increase over- 
shadows a large increase of 542 percent in North Dakota and 87 percent for the 
United States as a whole. 

Now how has the individual fared from this substantial agricultural and 
commercial growth made possible by the low nricing policy of the Montana 
railroads? 
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The job opportunity of the individual worker in Montana has increased sub- 
stantially, as I have already shown. The worker in Montana in 1956 received 
20 cents more per hour than the national average hourly wage rate, and 24 cents 
more per hour than paid workers in manufacturing establishments in the west 
north central group of States immediately adjoining to the east of Montana. 
In the period 1949 to 1956 the hourly wage of the Montana worker increased 52 
percent compared with a national average increase of 43 percent. 

In the short period from 1945 to 1955 personal income in Montana more than 
doubled, the percentage increase amounting to 104 percent as compared with 
84 percent for the Nation, 61 percent for North Dakota, and 42 percent for South 
Dakota, neighboring States immediately to the east. During the same short 
period Montana’s per capita income increased from $1,191 to $1,844 in 1955. 
In the latter year the per capita income in North Dakota was $1,372 and in 
South Dakota $1,245 (appendix, p. 11). 

The first and primary concern of the farmer, miner, or worker in lumber 
mill, sugar factory, petroleum refinery, or any other industry or srevice, is steady 
employment and adequate income. It is just plain, everyday arithmetic to 
ealeculate that the low, market-competitive rates established by the railroads 
on the products of Montana reflect in higher employment, higher wage rates, 
higher value of products higher personnel income and property values, and thus 
assures satisfaction of these personal needs. 

The railroads have supplied Montana’s need for low-cost long-haul transporta- 
tion, but will be able to continue to do so only if they, in turn, are in healthy 
financial condition. Montana railroads are now at a point in history where 
they need help. It is our sincere hope the people of Montana will understand 
the railroad problems and encourage the attention now being given them by the 
Congress of the United States. 


(The appendix containing exhibits and statistics accompanied the 
statement of Mr. Walsh are on file in the committee. ) 


Production of lumber in Montana for various years, 1935 through 1955 


[Index 1940= 100] 











1,000 feet } | 1,000 feet | 
Year board Index || Year board |; Index 
measure | } measure | 
rs rr } = in 
WD cs bbswse- nding isa 296, 990 | 1 |} 1951...-- wnbincttein| 553, 371 | 170 
PE Fiibp cs Se acenebaccake | : ths itisinarnninihe a 702, 000 | 216 
De iniciei anna sip 25, 338 ec enwktincaanecun=s 757,000 | 233 
BE dp Seative icon sheeted 341, 749 | 108 || 1954...........- eet tes 738, 343 227 
MD isis cowinwes oe at hihi i 480, 010 | 148 | 


SF PC iiciiaditecdbwiisticnn 785, 000 | 241 


Source: 1930-45—Data from the U. S. Forestry Service. 1950-55—U. S. Department of Commerce, 
Bureau of Census, Facts for Industry, Industry Division Wood Products Series M24T0O5, formerly MG 13. 
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Statement showing reduction in class 100 rates, under docket 28300, to points in 
Minnesota, North Dakota, and South Dakota compared with reductions that 
resulted from class 100 rates to destinations in Montana under docket 30660 


From New York 























From Chicago 























To— Reduction Reduction 
Rate a a eee See 
Amount | Percent Amount | Percent 
Minneapolis, Minn.: 
crane si} ow] as Bh om] ne 
Su Sesceeseonceseesooseooseseoescs 020 
Fargo, N. Dak.: 
Afters] we} ] tf] wt 
es, N. Dak.: 
3 aS. ee 711 493 |) 
Re hoe cheis Sonnaiaeiaaenaaal 615 \ % 13.5 396 |f 97 19.7 
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Minot, N. Dak.: 
Afters] SF] OH Bi} ms] to 
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Dt Wititinnadebbnapeduignbeetibesieed 8 605 |) 
Ag a 670 \ 153 18.6 { 457 js 148 24.5 
os. N. Dak.: os f 
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, 156 18, 4 > 154 24.6 
a A nal 690 | \ 472 \ 
miner, Mont.: ' 
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om uate Mont.: - 
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er Mont.: " 
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———. Mont.: 
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Before: Rates to stations in Minnesota and North Dakota, prior to the establishment of the ICC docket 


28300, Class Rate Investigation, 1939 (262 I. C. C. 447) adjusted to the Ex Parte 206 rate level. 


Rates to 


stations in Montana prior to the establishment of the ICC docket 30660 Class Rates, Transcontinental Rail, 


1950 (296 I. C. C. 555) adjusted to the Er Parte 206 level. 


After: Rates to stations in Minnesota and North Dakota published effective May 30, 1952, in compliance 


with order of the Commission in docket 28300 adjusted to the X-206 rate level. 


Rates to stations in Mon- 


tana published effective Sept. 1, 1956, in compliance with order of the Commission in docket 30660 adjusted 


to the Ex Parte 206 rate level. 
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Manufactures general statistics 
{Index 1947= 100] 




















¥ Total manufacturing employ ment | Value added by manufacture ($1,000) 
ear ae inate 
| 
United States| Index hidontien Index eae States} Index |Montana!/ Index 

ae. eee 14, 293, 963 100 15, 838 100 74, 290, 475 100 90, 845 100 
De iusistinite nhinimnenbea 14, 769, 931 103 17, 040 108 89, 749, 765 121 107, 837 119 
Slt isis chhinudivesdebaninmaleadii 15, 637, 957 109 7, 221 109 102, 085, 814 137 149, 776 165 
Bs bins ineiiatnetncedoreatild 16, 061, 041 112 17, 414 110 109, 162, 079 147 138, 952 153 
si mn decidbeanncnde 17, 093, 004 120 | 17, 768 | 112 121, 659, 136 164 142, 045 156 
Se a ee 16, 125, 550 | 113 18, 519 117 116, 912, 526 157 141, 234 155 
ss sas ns es civbdarteidated 16, 818, 516 118 20, 452 129 131, 432, 397 77 207, 701 229 
ee eee 17, 178, 327 120 21, 434 135 139, 682, 968 188 242, 983 267 





Source: Department of Commerce, Bureau of Census, U. S. Census of Manufactures, 1954, Vol. IIT. 
1955 and 1956 Annual Survey of Manufacturers, U. S. Department of Commerce, Bureau of Census, 


Manufacturer’s expenditures for new plant and new equipment for establish- 
ments in operation and those under construction 


[In thousands of dollars] 

















[1947100] 
l l no | 
Year | United | Index Montana Index | North Index 

States No. No. | Dakota No. 
| ee | 5, 998, 099 100.0 | 7, 446 | 100.0 | 2, 250 | 100. 0 
ee | 7, 781, 731 129. 7 | (4) ert (1) cccenipenensaepaiiabaeniia 
Ba nineas Keneebou 7, 883, 369 | 131. 4 10, 958 147, 2 ()...-. Tccumennasmnenen 
II cca et tien cha eal 8, 047, 892 | 134. 2 31, 881 | 428. 2 | 13,070 | 580. 9 
Ss cicssa saccades sexes 8, 202, 142 136.7 | 20, 574 | 276.3 | 16, 244 722.0 
Caancsdasoeted | 8, 234, 542 | 137.3 65, 079 874.0 | 13, 927 619.0 
Sanchstesdweracs | 11,234, 581 | 187.3 83, 657 1, 123. 5 | 14,451 | 642.3 


1 Data withheld by the U. S. Department of Commerce, Bureau of the Census. 





Source: 1955 and 1956 Annual Survey of Manufactures, U. S. Department of Commerce, Bureeu of 
Census. 1954 Census of Manufactures, vol. I. 


Average hourly wage for all production workers for all operating manufacturing 
establishments 


[Index 1949= 100} 
UNITED STATES 








Average | 
Year Man-hours | Wages hourly | Index 

wage | 

| Thousands | Thousands 
Pe avvampupunvdiun ek eltwdihessansacdedaielitbaipintws 21, 769, 728 $30, 253, 971 $1. 39 | 100 
en cteneadbiniann since pied ire winieeheniea caloaimecmail ai | 23, 716, 536 34, 600, 025 1. 46 | 105 
CODER CG SORTED TRS RU 6eWss KecckceN es de cavacdencasees | 25, 263, 764 40, 654, 832 1.61 | 116 
DE a lence aidccaunassienkexc soak a neste ae 25, 617, 613 43, 763, 640 | 1.71 123 
Mi ndntkukddndninioneumpskchthidenesanaktahicadads 27, 065, 569 48, 979, 102 | 1.81 130 
I eg cs npcesoninaoerncos SESE Ala eA AS ERE ans 24, 341, 239 44, 595, 457 1.83 | 132 
ah cia ec acmicheiean eoeriaed cial senda’ sate mame 25, 986, 843 49, 230, 243 | 1. 89 136 
in ssncos eink acanienaniestniecbistih danas Rabacatiaebes 26, 101, 443 52,060, 921 | 199| 14 
MONTANA 
| | 

Thousands | Thousands | 
ae eee cca eae i Ee | 25, 614 | $36, 983 | $1. 44 | 100 
DO coh ce diuhs iu nccnendasiaird maamcotecea ts 26, 314 40, 842 | 1. 55 108 
DU cdvinkwinenleduxan wanes pahaiid ouibee sea eelieats 28, 192 | 48, 828 1. 73 120 
ih Seca ate eS aa 28, 624 | 53, 007 | 1. 85 128 
icin inincr beceaseelivsin aca sericeeleksinchoneeicpiabinmaeith 28, 395 56, 937 | 2.01 | 140 
NN hcthin tah etal cx ai dadh tied cada gtsapei ona 27, 762 54,098 | 195| 135 
Pista gracc yous sin dakt utah aden cet gaia 30, 968 | 65, 152 | 2. 10 | 146 
i cidecanbinneitaens sinblaiacasuicpadicedetnblanats 33, 729 | 73, 950 | 219| 152 
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Average hourly wage for all production workers for all operating manufacturing 
establishments—Continued 


[Index 1949= 100] 
NEW ENGLAND! 


) 





























| Average 
Year Man-hours Wages hourly Index 
wage 
Thousands Thousands 
i: -pubtid dete acdidavsokathbntdbnbbabesixbinesades 2, 149, 529 $2, 849, 130 $1. 33 100 
csi edit dest himanditet ch Hin Sinkawieasoee selma 2, 380, 143 3, 288, 325 1. 38 104 
| SEE ae a ee ee ee cahiis 2, 510, 621 3, 816, 755 1, 52 114 
SnchobiibdibindedbbhecchabddenstavGhunpeisternannd 2, 489, 503 3, 983, 283 1. 60 120 
it det nitnedsaacwenaeemancyhnakdawepaknbahw i= 2, 618, 591 | 4, 396, 383 1. 68 126 
DAG otteiedkuchatucthsabighesenunduacasnsonnaane 2, 275, 672 3, 858, 699 1.7 128 
Nish Sekt a keiedbebtininbh asus deta eacnandantick 2, 348, 356 4, 084, 287 3.7 131 
DD sive ialdctigik DisriteDndiplicciinnd aide bidbkditionetd 2, 394, 272 4, 391, 047 1.83 138 
MIDDLE ATLANTIC? 
: os | 
Thousands | Thousands | 
5,995,373 | $8, 353, 497 | $1. 42 100 
6, 266, 825 | 9, 234, 588 1. 47 104 
6, 591, 917 | 10, 732, 197 | 1, 63 115 
6, 636, 902 11, 433, 562 1.72 121 
6, 915, 521 12, 628, 266 1.83 129 
6, 217, 339 | 11, 524, 926 1.85 130 
6, 408, 350 | 12) 256, 850 1.91 135 
6, 563, 567 | 13, 143, 614 2.00 141 
| _ 
EAST NORTH CENTRAL? 
| Thousands Thousands | | 
ih inilintih ieiduieitiabiniib tender iameae hats | 6, 423, 806 | $9, 870, 679 $1. 54 100 
hai a tela alas archi tee geil ine licinlnas aetal eaReh ie | 7, 170, 060 11, 592, 155 | 1. 62 105 
RE et An cak nk Ree on gccn ebaccbaceaetoct 7, 617, 045 | 13, 569, 131 1.78 116 
tlt cetadmetth Sh, “Snincsttatnaetd odicchtsceatee | 7,557,235 | 14,404,477 191 124 
ie cha anata lisesi ich dion alates a 8, 166, 737 | 16, 417, 096 2.01 131 
I i a a ae inte se ai | 6, 964, 115 | 14, 265, 381 2. 05 133 
th lsat il tine eelicne niente aaiemtbire 7, 667, 872 16, 375, 541 2.14 139 
pba Datei ise ces molbicecssn aedebuva babs | 7, 481, 878 16, 712, 767 | 2. 23 145 
| 
WEST NORTH CENTRAL ‘# 
Thousands | Thousands 
iene lal enone Lib suiebnauinenagone 1, 215, 493 $1, 593, 854 $1. 31 100 
lt a aia intimin adiaan 1, 291, 604 | 1, 803, 214 1. 40 107 
Se RicdinicdteiedicDbhddiiavad a edie amadinnwtidbeldaadadote 1, 410, 879 2, 180, 216 1. 55 118 
eT dec untSneteakauie 1, 520, 663 | 2, 502, 059 1. 65 126 
Adicio: fascia ladies hilianicetaiaeiebetwatdercmiart natieh ween oatea’ 1, 558, 465 | 2, 764, 322 1.77 135 
ti oe ha ll ne ee tra claims abate alimmiie | 1, 426, 488 2, 573, 277 1.80 137 
SRE SR 2. 2 as a ee et 1, 460, 007 | 2, 714, 743 1. 86 142 
RR RD a Se aS eee a | 1, 477, 326 | 2, 876, 571 | 1.95 149 
SOUTH ATLANTIC & 
— 
Thousands | Thousands | | 
2, 504, 937 | $2, 819, 696 | $1.13 | 100 
2, 728, 620 | 3, 217, 890 | 1.18 104 
2, 843, 829 3, 647, 683 | 1. 28 113 
2, 902, 768 3, 903, 100 | 1. 34 119 
3, 000, 697 | 4, 270, 016 | 1. 42 126 
2. 847, 757 4, 072, 169 | 1. 43 | 127 
3, 080, 563 4, 555, 078 1.48 | 131 
3, 095, 103 | 4, 870, 128 | 1. 57 | 139 





See footnotes at end of table. 
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Average hourly wage for all production workers for all operating manufacturing 
establishments—Continued 


[Index 1949=100] 
EAST SOUTH CENTRAL & 












































| Average 
Year Man-hours Wages hourly Index 
wage 
Thousands | Thousands 
MONOD 5 on. k © <a oaks ae ok oaeeeine in teen: 1, 004, 131 $1, 109, 491 $1.10 100 
ELIE EL 1, 079, 780 | 1, 283, 881 1.19 108 
MEMES. catsasacrnmokitaocatatadeanbubuodiimmastane 1, 128, 130 | 1, 460, 885 1.29 117 
NN ate rt Meg eee eae 1, 152, 264 | 1, 576, 129 1. 37 125 
one oe tae ee cn ae ee 1, 237, 120 1, 808, 919 1.46 133 
i sal Soret ite ie ek Le Ze 1, 166, 807 1, 713, 827 1.47 134 
cry ee ee ee ee a 1, 349, 513 1, 949, 003 1.44 131 
I 08s inc caddaboiletiaa cteacethdkes kat 1, 270, 692 | 2, 079, 087 1. 64 149 
WEST SOUTH CENTRAL? 
l 
| Thousands Thousands | 
RO to eect sc ca aia ta 915, 414 $1, 092, 324 | $1.19 100 
1950_____- aesccshciney Gheitecns annmncia'h a Ue shtick Saas aie 974, 187 1, 227, 347 | 1. 26 106 
NS eh eg ot peste sokane eas wee 1, 065, 598 1, 497, 745 1.41 118 
OT ge og lm gi che eee 1, 111, 965 1, 680, 018 | 1.51 127 
ttre rss occas salate-al dubachacn. aaa Seek kcnataatiee aes 1, 166, 989 1, 889, 694 | 1. 62 136 
oe on ieee thang ti ee 1, 128, 594 1, 868, 084 1. 66 139 
LO LTE AE AAS ERLISTE 1, 179, 520 2, 021, 737 7 | 144 
Es a natiexsciccnchiassatwcumesncupeddodoumsctact 1, 215, 156 2, 241, 258 1. 84 155 
MOUNTAIN 8 
| 
Thousands Thousands | 
I Pa lt eh AR RO ea ee et 231, 750 $315, 575 $1. 36 | 100 
1950_..._._- ee ea ete s ial See Ee es 247, 670 354, 347 1. 43 | 105 
PE oe ce ee te moa hie ates reg ee 271, 407 439, 031 1. 62 | 119 
WN oo coe AN Shee be atecesth ake 279, 878 482, 035 1.72 | 126 
MO SP ee teeter. Th ee eae 292, 492 537, 725 1. 84 135 
SR as AES 2 AIFS REPS RE ATS 286, 848 532, 152 | 1. 86 | 137 
MES og oto Ene sae toe eh ae ae eee 319, 107 | 621, 928 | 1. 95 | 143 
Bs coc cosa ee en - cpvinemunsdeabenlea 338, 892 695, 191 | 2.05 151 
PACIFIC ° 
| | 
Thousands Thousands 
es ee BR ok 5 SOD EEW) ah hake ose, pace 1, 429, 295 | $2, 249, 729 $1. 57 100 
WER he 30 C 2 a8 nok ca ee he ee oe 1, 577, 647 2, 598, 278 1. 65 105 
Re es cS Ne a eee 1, 826, 938 | 3,311, 189 1.81 115 
TO eo ee ea TE ee ee 1, 966, 435 | 3, 796, 655 1.93 123 
Se ey oe eee ee ie 2, 108, 957 | 4, 266, 681 2.02 129 
Re Oi ietr sc cv ate one eae ees Paasicat 2, 027,074 | 4, 186, 203 | 2.07 132 
Se RTS ded in demdd seen 2,173, 555 | 4, 651,076 | 2.14 | 136 
Ne ee ee cee ea ete CLT ete 2, 264, 557 5, 051, 258 2. 23 142 


1 Includes Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, and Connecticut. 

2 Includes New York, New Jersey, and Pennsylvania. 

3 Includes Ohio, Indiana, Illinois, Michigan, and Wisconsin. 

4 Includes Minnesota, Iowa, Missouri, North Dakota, South Dakota, Nebraska, and Kansas. 

5 Includes Delaware, Maryland, District of Columbia, Virginia, West Virginia, North Carolina, South 
Carolina, Georgia, and Florida. 

6 Includes Kentucky, Tennessee, Alabama, and Mississippi. 

7 Includes Arkansas, Louisiana, Oklahoma, and Texas. 

8 Includes Montana, Idaho, Wyoming, Colorado, New Mexico, Arizona, Utah, and Nevada. 

§ Includes Washington, Oregon, and California. 


Source: U. S. Department of Census, U. S. Bureau of Census, Census of Manufactures, 1954, vol. 1, and 
the 1955 and 1956 Annual Survey of Manufactures. 
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Personal income, by States, 1945 to 1955 
[Index 1945= 100] 
































State 1945 Index 1950 Index 1953 inaey 1954 Index 1955 Index 
Amount (millions of dollars) 

i | 
Montana.......-.-- $568 | 100 $957 | 168 $1,093 | 192 $1, 074 189 $1, 160 204 
North Dakota.... 5A9 100 781 142 771 140 760 | 138 882 161 
South Dakota-__--_- 600 100 793 132 881 147 901 150 850 | 142 
United States......| 164,549 | 100 | 225,473 137 283,140 | 172 | 284,747 | 173 | 303,391 |; 184 

| | | 
Per capita (dollars) 

| | | | a 
Montana..._......- $1,191 | 100} $1,606} 135 $1,786 | 150} $1,735 | 146] $1,844 155 
North Dakota.....- 1, 009 100 | 1, 260 125 1, 228 122 1, 195 118 1, 372 136 
South Dakota....-- 1, 047 100 1, 213 116 1, 331 127 1, 339 128 | 1, 245 119 





United States_..... 1, 234 | 100 | 1, 491 121 1,788 | 145 | 1,767 | 143 | 1, 847 | 150 


| | 


Source: Statistical Abstraet of the United States, 1957, Department of Commerce, Office of Business 
Economics, Personal Income by States, a supplement to the Survey of Current Business. 


Crude-oil run by United States refineries 
(Thousands of barrels] 


[Index i949= 100] 























l l l Ba Seliecy 

United States; Index} Montana} Index United States| Index Montana| Index 

pleased — ||| ———$— | $$$ | —_| ___|__ 

OD cst 1, 944,221 | 100 13, 223 TT I iscides cians 2,554,865 | 131} 19,575 148 

teins seteesuden: 2, 094, 867 108 16, 057 Tat fh See Beawecacne 2, 539, 564 131 | 19, 775 | 150 

Ti omaiincne 2, 370, 404 122 | 17,890 135 ee 2, 730, 218 140 |! 20,931 158 
B0GB.. . cncxonn 2, 441, 259 126 19, 116 145 | 

| 


| | 


United States crude-oil capacity of operating refineries 
[Barrels per day] 
[Index 1950= 100} 





United States; Index} Montana} Index | United States] Index| Montana] Index 


| 

a : _ r ee 

ee 6,701,815 | 100} 52,500} 100 NOE scien 7, 782,103 | 116 | 58, 400 
} 








mo 
I ombectataeat 7, 161,366 | 107 53, 100 101 | acca sacl 8,069,154 | 120] 63,000} 120 
PEO .xadcanee 7,481,701 | 112 57, 600 110 || 1955....--- : 8, 380, 801 


125 65, 650 | 125 





Source: Petroleum—Facts and Figures, 12th edition 1956, published by American Petroleum Institute. 
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Traffic consist of Northern Pacific Railway Co., year 1957 



































} 
Group No. and commodity Gross freight} Percent of 
| revenue revenue total 
oe + ae 
I. Products of agriculture: 
Grain (class 1, 3, 7, 9, 13, 15, 19, 21, 23, 43, 103 amd 105)..-.--._-.---.- $28, 301, 949 16. 89 
Fresh fruits and vegetables (class 49, 51, 53, 55, 57, 59, 61, 63, 65, 67, 
"og RR eR eae earls tr Mee ae ist | 3, 375, 500 2.01 
Fruits and vets ables, fresh frozen (class 73 and 95)............------ | 1, 334, 679 . 80 
Potatoes (class 85)........---.--- sheddd Hideki a ee 2, 112, 249 1. 26 
Other products of agriculture. . ss cimdnhdiae segue aaa oS 4, 709, 369 2. 81 
"Tle PREOE EE Coos an hi Sn dno ds dn ed BE | 39, 833, 746 23.77 
II, Animals and products: | 
Animals (class 201, 203, 205, 207, mS 71, and MH)... ..-.-. et 3, 166, 301 1.89 
Other animals and pre yducts....----- in sialon Shed cael Mae ke alate } 1, 623, 846 | .97 
PE OGGE SPM ORIEL TNOUIOER ico dnc nn anc ses ngesenanacacehanss | s 4, 790, 147 Sie a 7 86 
III. Protinste 0 f mines: 
Coal and coke (class 301, 303, 305 and 307) clic Mecsas 4, 450, 789 2. 66 
Iron ore (class 309) - hab aden seem kcni aca hak emaa nied 1, 485, 464 . 89 
Other products of PMR Sk kG SI Oa. Lica sea eh Dae 8, 103, 171 4. 83 
Total products of mines._....------ aiidit ie cies tele amhie faktie | 14,039, 424 8. 38 
Py 7 er CeO g ca cnunucnspencedudcsanccaenme tednakaenee 4, 4 424, 182 24.72 
V. Manufactures and miscellaneous: 

Gasoline and petroleum products (class 501, 503, 505, 507, and 509) -- 4, 585, 598 | 2.74 
Aluminum (class 555 and 557).......----- 2, 247, 552 1. 34 
Chemicals, not otherwise specified (class 5: 1, 220, 738 .73 
Fertilizers, not otherwise specified (class 539)_...........-.----.--.-- 1, 685, 641 1.00 
Copper, lead, zinc, etc. (class 559, 561, 563, 565, 567, 569 and 571)_---} 1, 191, 366 71 
Iron and steel (class 573, 575, 577, 579, 58], 583, 585, 587 and 589) _____| 6, 967, 967 4.16 
Agricultural implements and machinery (class 591, 593, 595 and 597) __} h. 48 
Automobiles, passenger aan GAIN+ a vucduisiestint dak basses idud ecdeneleunl 72 
Cement (class 633 and 635) - - -- | 1.05 

Paper products (class 653, 655, 657, 659, 661, 663, 665, 667, 669, 671 and | 
Pe teed dite abla bw ahinkiootbdes atin inbiodsmhithéeidedkandedidndisieaiahhinita 11, 378, 893 6. 79 
Frrwitire (oines. 715 O00. TAF) once <ceccinnpcsvnceseeaccne ina ide mid-cazetens 1, 033, 244 . 62 
SE VIE, THI nite an na ucnmoanigcukiweemenme aadacmintaieda aaa 1, 679, 437 1.00 

Food products, not otherwise specified, in cans and packages, not 

nets Mate TOR = Gm) nan ar a kasbeclsendndbeo tides dee 5, 047, 300 3.01 
Feed, animal and poultry, not otherwise specified (class 773) ...-..-- 1, 087. 295 - 65 
Other manufactures and miscellaneous --............--...-------.--- 19, 248, 209 11. 49 
Total manufactures and miscellaneous. .-........--.....-----.-.-- 62, 821, 763 37. 49 
TO, ICU Celene a ee 2, 282, 845 1.36 
a ae IE SI gr 8 See ae hineenniaemutinimeee | 2 387, 972 1. 42 
Cindy Cea i a aii hE in heen babba Ue dd pea od 167, "580, 079 100. 00 


Senator Smatruers. Now it is 12 minutes after 12. Could we get 
in the statement of Mr. R. Ben Wallace, vice president, Building 
Service, Inc., Great Falis, Mont., before lunch ? 

Mr. Jounson. Mr. Wallace is vacationing, and he has asked me to 
present his statement for him. 

Senator SmatHers. Very well, we will make Mr. Wallace’s state- 
ment a part of the record at this point, and as long as you are here 
we will let you go ahead. 

Mr. Jounson. I will present Mr. Wallace’s statement first. There 
is some important data therein that I think should be heard. 

Senator Smatuers. Well, that shows the wisdom of having you 
here at the same time. Go ahead and read his statement, and then 
read yours. 
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STATEMENT OF R. BEN WALLACE, VICE PRESIDENT, BUILDING 
SERVICE, INC., GREAT FALLS, MONT., READ BY WILLIAM H. 
JOHNSON, MANAGER, MONTANA CITIZENS FREIGHT RATE ASSO- 
CIATION 


Mr. JoHNson (reading) : 


The transportation committee of the Great Falls Chamber of Commerce is 
very much interested in getting fair, equitable transportation rates established 
in the State of Montana. The committee is greatly encouraged with the possi- 
bility of a Senate hearing being held in Montana before which we can present 
information concerning our freight rate problems. 

The United States Congress in passing the Transportation Act of 1940 de- 
creed that all the Nation should have fair, equitable transportation rates. They 
directed the Interstate Commerce Commission to investigate and prescribe these 
rates. Section 5 (b) of the act reads as follows: 

“(b) The Interstate Commerce Commission is authorized and directed to 
institute an investigation into the rates on manufactured products, agricultural 
commodities, and raw materials, between points in one classification territory 
and points in another such territory, and into like rates within any of such 
territories, maintained by common carriers by rail or water subject to part 
I of the Interstate Commerce Act, as amended, for the purpose of determining 
whether said rates are unjust and unreasonable or unlawful in any other 
respect in and of themselves or in their relation to each other, and to enter 
into such orders as may be appropriate for the removal of any unlawfulness 
which may be found to exist: Provided, That the Commission in its discretion 
may confine its investigation to such manufactured products, agricultural com- 
modities, and raw materials, and the rates thereon, as shippers thereof may 
specifically request be included in such investigation.” 

As a result of the directive the Interstate Commerce Commission has pre- 
scribed equitable, uniform, transportation rates for all the Nation except the 
Mountain-Pacific territory. Montana is a part of the Mountain-Pacific territory ; 
therefore the uniform rates extend up to Montana’s eastern border. There is 
today a prevailing difference in transportation costs from the uniform rate 
territory (East) and the Mountain-Pacific territory (West) with such costs being 
greater as compared to those costs within the uniform rate territory. Because 
the transportation costs are inequitable to the Montana citizen, he is faced with 
discrimination in his ability to compete properly with the citizens in uniform 
rate territory. This discrimination is true not only from the standpoint of the 
ability of the present businessman to do business in Montana, but it also seriously 
retards his ability to attract an equitable share of industrial growth and expan- 
sion. 

The Interstate Commerce Commission has conducted investigation into the un- 
fair, unlawful rate practices in this area. There were two orders. Docket 30416 
was dated November 28, 1949, and concerned Class Rates, Mountain-Pacific Ter- 
ritory; docket 30660, Class Rates, Transcontinental Rail, 1950, was dated Au- 
gust 17, 1950. These orders marked the first interest on the part of the Inter- 
state Commerce Commission in keeping of the above-mentioned congressional 
directive of nearly 10 years previous. 

The history of the investigations conducted by the Interstate Commerce Com- 
mission on dockets Nos. 30416 and 30660 is fully reported in Interstate Commis- 
mission Reports (vol. 296, May 1955-October 1955). The investigations resulted 
in a temporary, interim reduction, effective September 1, 1956, in the basic class 
rate level for Montana. While this was sorely needed, the reduction was not 
down to the uniform rate level as does exist in the rest of the Nation east of 
the Montana border. As an example, the first class or class 100 rating for 100 
pounds from Chicago, Ill., to Great Falls, Mont., appears as follows: 

May 28, 1958—$8.97, based upon the original level before September 1, 1956; 
$6.89, based upon the level prescribed by ICC effective September 1, 1956; $6.06, 
based upon the uniform rate which now exists in the rest of the Nation, east of 
the Montana border. 

It is to be noted that the $6.06 per hundredweight rate shown above from Chi- 
cago, Ill., is an extension of the uniform rate from the east to west. The “hump” 
in this basic level of Montana rates begins at our eastern border and extends 
on the higher scale across our entire State. It should also be noted that a still 
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higher level was prescribed September 1, 1956, for application between points 
within the Mountain-Pacific territory. Using the same example as shown above, 
the rate for comparable distances within Mountain-Pacific territory would be 

7.46 per hundred pounds instead of $6.89 as shown. Our deep concern is to 
pel the uniform rate application in Montana—the fair, equitable freight rates 
that Congress decreed we should have over 18 years ago. 


Senator Scuorrret. Well, now, I’d like to ask a question there. 
Do you advocate a uniform class rate structure all over the country 
now ¢ 

Mr. Jonnson. I am reading Mr. Wallace’s statement. 

Senator Scuorrret. Do you agree with that statement ? 

Mr. Jounson. Yes; I do. 

Senator Scuorrren. Thank you. 

Well, isn’t it true, Mr. Johnson, that there is a uniform class rate 
all over the country, but particularly in this Mountain-Pacific terri- 
tory ? 

Mr. Jounson. Mountain-Pacific territory? Would you restate 
your question, please ? 

Mr. Barron. Well, he asked you if you wanted a uniform rate all 
over the country. 

Senator ScHorrret. You said you concurred in that? 

Mr. Jounson. That’s right. 

Mr. Barron. I don’t think Congress decreed that it should be uni- 
form rates. Congress just said they should take away discrimina- 
tions where they exist, and I think the record should show that. 

Mr. Jonnson. That’s right. 

Mr. Barron. I think the record should be corrected to that extent. 

Mr. JoHNnson (continuing the reading of the statement) : 


From the examples shown you can see the discrimination that is our con- 
$6.89 and $7.46 should be at the fair, equitable level of $6.06. 

The Interstate Commerce Commission made some significant comments in 
their conclusions and findings to dockets 30416-30660. While the full report is 
available to the committee, we think it timely that mention be made in this 
statement of a very few important highlights. 

In going about the task of prescribing equitable transportation rates for the 
Nation, the Interstate Commerce Commission found, as a first step, that a uni- 
form freight classification must be devised. This was done in an ICC investi- 
gation under docket No. 28310, and it is important to note that the investigation 
and application finally prescribed was for nationwide application. They 
realized that since a freight classification, to be effective, must be complemented 
by a corresponding system of class rates. The corresponding system of class 
rates prescribed under docket No. 28800 (uniform class rates) did not, however, 
apply nationwide. The “28300” uniform rate basis is the one referred to above in 
this statement as the one presently applicable in all the Nation east of the 
Montana border. In this respect the Commission said: 

“Since a freight classification, to be effective, must be complemented by a 
corresponding system of class rates, our prior decision in No. 28310 will be 
rendered meaningless, so far as the geographic areas here are concerned, unless 
a system of class rates designed to fit the new classification is put into effect. 
This has not been done.” 

We heartily commend the Montana carriers for their untiring work to meet 
the demands for new rates as such demands have arisen. Their spirit of coopera- 
tion and desire to be helpful, as has been proven in many instances, is indeed 
appreciated. Itis a burdensome and most time-consuming task in many instances 
to prescribe a change in rates, as you know. We firmly believe that the basic 
uniform level, once prescribed in Montana, will create a rate climate in advance 
that will encourage the development of more trade and open up more distribution 
areas for not only the Great Falls businessman, but other Montana business- 
men as well. 
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Senator Scuorrren. May I ask a question here? What will it do 
to Oregon and Idaho and the other States involved? Would they go 
along with you on that, do you think? 

Mr. Jounson. I think they would. [Continuing with reading of 
statement : | 


We are thinking at this point of discriminations that exist between communi- 
ties where realistic rates do not obtain because “there is no movement.” The 
Commission had this to say at this point: 

‘“* * * Whether the volume of movement of any particular article or com- 
modity is small or large, the law demands that the rates charged or to be charged 
for its transportation shall be just, reasonable, nondiscriminatory, and non- 
preferential. The inhibitions of the law against discrimination are designed for 
the protection not only of the shipper or receiver of freight, but of communities, 
sections, regions, and territories.” 


Perhaps that will help Senator Schoeppel in answer to his question. 
Senator Scuorrret. Thank you. 

Senator Smaruers. Goon with the statement, Mr. Johnson. 

Mr. JoHnson (reading further from statement) : 


“The Commission has never felt that the purpose of a system of class rates 
is simply to furnish a point of departure for the establishment of special rates 
in the form of commodity rates or exceptions. Class rates ought to be so made 
as to enable them to respond to the needs of an important segment of traffic. 
It is not feasible to provide commodity rates for every particular movement 
of freight * * *.” 

The Commission then dealt with the problem in Montana (Mountain-Pacific 
territory) and had this to say: 

“The class-rate system in the freight-rate adjustments before us, particularly 
in Mountain-Pacifie territory, is not performing its proper functions * * *. 

“While the respondents have attempted to meet the demands for new rates 
as they have arisen in the areas involved, such a process of ratemaking has 
limitations, and it should not be allowed to obscure the needs for a just and 
reasonable system of class rates. 

“There is not only an intraregional flow of traffic in the Mountain-Pacific 
territory, which is subject to the interplay of shipper and market competition, 
but there is also an important and growing movement of interterritorial traffic 
which encounters the rivalry of competitors among regions and territories. Un- 
less reasonable relations between producing and consuming areas are observed in 
these rates, the purpose of the law against discrimination may well be thwarted.” 

The preponderance of rail carload traffic moving within, from and to Moun- 
tain-Pacific territory has been on commodity rates, or “exceptions to the class 
rates.” Statements made previously here this morning. ‘When the Commission 
granted the interim temporary order, they recognized the potential financial 
impact to the railroads under said interim reduction in rates. They were also 
cognizant of the significance should total adjustment to uniform (28300) rate 
level be made in Mountain-Pacific territory. However, the Commission was 
aware that something had to be done; the Commission reviewed the importance 
of various cost studies as an important consideration in ordering a change in 
the Mountain-Pacific class-rate level. They said: 

“The differences in costs as between Mountain-Pacific territory and other terri- 
tories are not uniform in the various mileage blocks or for different classes of 
cars used in transportation service. As shown by the cost studies, however, the 
differences in costs no longer justify maintenance of the existing differences in 
class rates as between Mountain-Pacific territory and 28300 territory.” 

Many carload commodity rates have been changed, through the right of alter- 
nation, as a result of class rates being cheaper (effective September 1, 1956). 
It is recognized that the bulk of carload traffic moves on commodity rates. While 
a study was not made to see how many commodity rates would be affected by the 
adjustment, a survey was made of various commodity rates into Mountain- 
Pacific territory by the railroads during proceedings of hearings on investigation 
of dockets 30416-30660. This survey pointed up two very important facts: (1) 
Many of the commodity rates were higher than the new class-rate basis would 
prescribe, (2) there was an unknown factor as to resultant adjustment to carrier 
revenue because of the change. Nevertheless the Commission recognized the 
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discrimination that exists to the Montana shipper whether his rates are deter- 
mined from a class basis or commodity and exception basis. We shall cite one 
example to illustrate our point: 


Rubber tires from Akron, Ohio, to Great Falls, Mont., carload (24,000 pounds 
minimum )* 


Per 
hundredweight 
If interim, temporary adjustment had not been ordered, the ‘“‘coast” rate 
WOUIG BOve Renn GRTIrOD en... wccseineet ees iatenatersionmatel catia 
The present rate aplicable under docket 30660 order (interim) —-__-----_~~- 2. 95 
ThE UPILOFIE FACS CUDGRT. COCKE OND Psa mines > etcectens ceeyy reretiptamrinientiaen bictge 2. 85 


The above-mentioned survey by the railroads of commodity versus Class 
rates (interim level and 28300 level) was submitted by rairoad witness A. J. 
Stilling. One portion of the exhibit covered Butte, Mont., as a sample of what 
the adjustment would be under the interim temporary level, as well as the 
uniform (28300) level, as compared to applicable commodity rates. This is 
important as it gives us some insight as to the impact such an adjustment of 
rates would cause in Montana. The example given above for tires to Great 
Falls was also shown in Mr. Stilling’s exhibit to Butte. He gave many other 
examples which have received downward adjustment under the interim, tem- 
porary level and/or will be effected with adjustment to uniform (28300) level. 
To name some items on which the carload commodity rates that have been 
reduced and/or which should be under the uniform lawful rates, we will see 
that differences exist in the following: 


Agricultural implements Glass, window 
Airplanes and parts Insulating material 
Denatured alcohol Linoleum 

Aluminum: Pipe, nails, ete. Liquors, alcoholic 
Automobiles, freight Machinery, laundry, steam 
Automobiles, passenger Machines, washing 
Automobile parts Machinery 

Automobile bodies Meat, fresh 

Bags, cotton Packinghouse products 
Bakery goods Napkins, paper 
Batteries, storage Paper, newsprint 

Beer *aper, printing 
Bicycles *aper, Wrapping 
Books Paint 

Canned goods Petroleum lubricating oil 
Catalogs Pipe, wrought iron 
Chemicals, n. o. i. b. n., drugs Pipe, cast iron 

Cereals, cooked Photographic supplies 
Cigars, cigarettes Radios 

Confectionery and candy Refrigerators 
Containers, metal Roofing 

Containers, fiberboard Shoes 

Cotton piece goods Soap 

Creosote oil Sodium salts 

Copper : Pipe, sheet or castings Soybean oil 

Electrical appliances Soybean cake or meal 
Fencing, wire Sirup or molasses 
Fertilizer, manufactured Sulfur, ground 
Furniture Tinplate 

Furnaces, stoves Motorcycles 

Firebrick Trailers and semitrailers 
Fixtures, bathroom Wallboard 


Games, toys 


As has been stated, the above list is a sample of manufactured goods coming 
into Montana on discriminatory rates. In fact the Commission put the situation 
down in these words : 


Tariff authority : TC 1-G ; TC 1014 and 28300 distance scale. 


29913 O—58——5 
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“* * * There now exists undue prejudice and preference as between Mountain- 
Pacific territory and the territory in which the transcontinental class-rate 
adjustment operates, on the one hand, and the respective regions and territories 
in which the 28,300 class rates apply, on the other hand; and that the present 
class rates within, to, and from Mountain-Pacific territory are, and for the 
future will be, unjust, unreasonable, and unduly and unreasonably prejudicial 
to Mountain-Pacific territory, and unduly and unreasonably preferential of the 
remainder of the United States east thereof * * *.” 

In dealing with our freight rate problem the Commission said : 

“Because these proceedings involve a major adjustment affecting the total rate 
structure in the areas concerned, a scientific approach to the problem calls for 
a trial or test period during which the ramifications of any revision ordered or 
approved by us may be observed and analyzed for the purpose of guiding our 
future action, in the interest of the carriers as well as the shippers. 

“We further find that this situation justifies appropriate action. It is not 
our intention, however, to disturb more than is necessary the existing com- 
modity and exception rate structure, nor to reduce materially the carriers’ cur- 
rent revenues. In order to remove the unlawfulness herein found to exist, how- 
ever, to the extent that it is practicable at this time, the respondent railroads 
will be ordered to publish the class rates proposed by them with alteration in 
instances in which commodity or classification exception rates are higher. * * * 

“We further find that a reasonable test period will be necessary accurately 
to determine the final effect upon the carrier’s revenues of the class rates pro- 
posed by them and herein found just and reasonable upon the record. At the 
proper time further proceedings to determine the revenue effect of these rates 
and finally to dispose of the issues in this proceeding will be conducted by us.” 

It is the combined opinion of the Great Falls Transportation Committee 
(Chamber of Commerce) that the present class rates under the interim, tempo- 
rary prescribed basis has met with the requirements that said rates will apply 
for “a reasonable test period.” We firmly believe we should receive the uniform 
(28,300) class rate level in Montana without further delay. There is every 
need and justification that such rates should prevail for our use. Eighteen years 
(resulting from Transportation Act of 1940) is a dreadfully long time to wait 
for proper, uniform, fair, lawful, equitable freight rates in Montana. We are 
eager to compete fairly in our Nation. We hope you can help us. 

(Signed) R. B. WALLACE, 
Chairman, Transportation Committee, 
Great Falls Chamber of Commerce. 


That completes the reading of Mr. Wallace’s statement. 

It so happens that I have exhibit 34 of A. J. Stilling, the one that 
showed the various carload commodity rates into Butte, Mont., com- 
pared to 38,400 levels, and the discrepancies that were affected by the 
change in commodity rates, and also the differences that would result 
if the 28,300 were extended into the State. There are some 65 items 
in this 1 study to Butte, Mont. 

Senator Smaruers. We will make that a part of the record if you 
would like to have that done. 

Mr. Jonnson. Very well. 

(The exhibit No. 34, above referred to, follows :) 
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STATEMENT OF W. H. JOHNSON, MANAGER, MONTANA CITIZENS 
FREIGHT RATE ASSOCIATION, HELENA, MONT. 


Mr. Jounson. I will proceed with what I have to offer. 

By way of telling a little bit about myself, I am manager of the 
Montana Citizens F reight Rate Association, a voluntary association of 
shippers throughout Montana organized under my leadership to 
obtain equitable freight rates in Montana. The Montana Citizens 
Freight Rate Association therefore represents the shipper’s point of 
view before all the rate regulatory bodies. It is my job to investigate 
increase applications to determine, for example, if such increase is 
justified, and to make recommendations to my membership as to what 
position we should take. I would like to say also that the Montana 
Citizens Freight Rate Association certainly recognizes the importance 
of transportation carriers to all of us in Montana. We understand the 
necessity of the carriers maintaining a profitable operation to perform 
the service which we need. Therefore we say time and time again the 
Montana Citizens Freight Rate Association is sticking to one thing, 
equity in treatment for the citizens of Montana, the same treatment 
that is given to other citizens in other States, particularly the States 
tothe east and south. Weseek no more. 

Perhaps you would like to know just whom I do represent around 
the State. 

Senator Smarurrs. Mr. Johnson, could we hurry along a little / 

Mr. Par Ginreatruer. Mr. Chairman, I would be glad to yield part 
of my time to Mr. Johnson. 

Mr. Raven Cook. I can cut my statement down to 5 minutes to give 
Mr. Johnson more time. 

Mr. Caries O. Keene. I will yield my time to Mr. Johnson. 

Senator Smaruers. Very well, you may proceed for 20 minutes, Mr. 
Johnson. You are the man they all have confidence in, so we are de- 
lighted “oh aad you. 

Mr. Jounson. After reviewing my membership I am going to sub- 
mit my prepared statement for the record. 

Senator Smaruers. All right, go ahead, Mr. Johnson. 

Mr. Jounson. We have organization memberships in the Montana 
Citizens Freight Rate Association. For instance, there are numerous 
chambers of commerce in Montana that have taken out memberships 
in our association, there are presently some 13 such memberships, and 
there are 12 other Montana organizations represented in the member- 
ship, and incidentally these various State organizations have indi- 
vidual memberships ranging from 50 to 17,000. 

So, as I said, I will offer this statement for the record, and make 
Inv summary inthis fashion. Attached to my statement isa list which 
is called exhibit J-1. It is a list of the hearings held around the 
United States in Dockets 30416 and 30660. 

Senator Magnuson. Yes. That shows the number of hearings that 
were held from 1949 to 1956? 

Mr. Jounson. Yes, resulting in the interim order. 

Senator MaGnuson. Yes. 

Mr. Jounson. Also attached to my statement are two charts, rail- 
road charts. What you see there is the hump in the freight rates that 
we have been talking about, the hump that existed prior to any action 








8O MONTANA FREIGHT RATES 





being taken in Montana to remove the discriminatory class rates. The 
middle line represents the interim temporary level authorized, and 
the bottom line is merely an extention of the 28300 scale. 

Senator Magnuson. And the top line, what does that represent ‘ 

Mr. Jounson. That represents the original level. 

Senator Magnuson. The original level ? 

Mr. Jounson. The original level before any action was taken; yes. 
And you will note thereon, too, Senator, that I have indicated rates 
shown that are subject to 35 percent increase. 

In testimony that is to come before you after a while from Mr. 
Blevins of Montana Hardware & Implement Association, I happen 
to know that he is going to present an exhibit prepared by him showing 
present rates that. would obtain on all three levels with increases in 
cluded, and one of the major points that I want to bring out ts that 
we in Montana are continually fighting horizontal percentage in 
creases in freight rates. Being long-haul shippers such as your peo- 
ple in the State of Washington, Senator Magnuson, as you mentioned 
a moment ago, you know how percentage increases tend to widen the 
gap and heap more discrimination upon us. 

The recent increase in the Lx Parte 212, effective this year, was a 
step in the right direction, and the Interstate Commerce Commission 
is to be recommended for that decision, but, generally speaking, the 
increase in the other commodities not listed will initially run from 
2 to5 percent. The 35 percent that you see there is the 15 percent in 
Ee Parte 175, the 6 percent in Fx Parte 196, the 12 percent in Fa Part 
706, and I have only included 2 percent for the February 15 increase, 
so it is the desire of the Montana Citizens Freight Rate Association 
that we wish to call the attention of the Senators and this committee 
to the discrimination that is heaped on us by horizontal percentage 
increases, and anything that can be done to eliminate that will cer 
tainly help us. We are long-haul shippers here in Montana. 

Senator Magnuson. We will put in the record the chronological 
history here presented, leading up to the interim order, and of course 
your statement in full. 

Mr. Jonson. Yes. Concerning the chart that is shown there, Id 
like to give an example. What I mean when I say the hump still 
exists at our eastern border is that, for instance, today under the in 
terim level of rates there is a difference of 25 cents a hundredweight 
at 2 stations which are served by 1 freight house on the Great North- 
ern, that is East Fairview, N. Dak., and Fairview, Mont. They are 
both stations that are served by 1 freight house, but there is a differ 
ence of 25 cents a hundredweight on the first-class rate from Chie: ago, 
Ill., into those two stations. The spread was quite a bit larger than 
that originally, but I mention that because there is still some discrim- 
ination. In other words, in our opinion the hump is still there, or the 
iron curtain, or whatever you want to call it. It has not been entirely 
removed. 

Senator ScHorrreL, Is that what you would term a railway break 
point ? 

Mr. Jonnson. The Interstate Commerce Commission has prescribed 
that asa break point, yes. 

Senator ScHorrrer. And would you want that eliminated / 
Mr. Jounson. I would want an extension of the 28300 uniform 
‘ale of rates, which would eliminate it. Now, the other break points 
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which would be affected in the other sections of the country, they 
should have the same rates. 

Senator ScHorrreL. Maybe you are referring to the rates as far as 
water carriers are concerned, partie ularly on the west coast. 

Mr. JoHnson. Well, we have in mind a break point in Kansas 
with reference to water transportation down the Missouri River, aid 
that would go to the gulf, and on those there has to be a break point 
right north ‘of that some place. 

‘Senator Scrorpren. But it is your thought that that should be 
eliminated ? 

Mr. JoHNson. You perhaps know more about water rates than I 
do. 

Senator ScHorpre.. No, don’t get me wrong, but I would like to get 
your views on this. 

Mr. Jonnson. I am talking about 28300 into our territory, which 
we have approved as justified from cost factor studies, the same that 
exists in the rest of the Nation. 

As Mr. Barton pointed out a while ago, the same arguments that 
you hear here today were advanced by the carriers when 28300 was 
extended into your territory, and when it was extended down to the 
Southwest and the South. To the south they have done pretty well 
under it, haven’t they ¢ 

Senator ScnorrreLt. Well, I don’t know. I do know this, that if 
it is done right, there are going to be a lot of sections of the country 
that are going tocome in. 

Mr. Jonnson. Yes, that’s right, and a lot of those people made 
their presentations in the hearings that I am referring to, the water 
carriers, and so forth. 

Senator Magnuson. Yes; they were all there. 

Mr. JoHnson. Speaking of commodity rates again, there has 
to be a determination made by someone somewhere as to how high 
the rates can go for us to maintain our transportation systems, and 
for the people that produce the stuff that is being shipped to prosper. 
For instance, right now, from Havre, Mont., 1 bushel in 3 has to pay 
the freight to get into the Twin Cities. Is that right? Is that fair? 
Would it be fair if they took 1 bushel out of 2 to pay the freight to 
cet it into the Twin Cities? A determination has to be made some- 
where. That is we have got to maintain our transportation carriers, 
sure, but somewhere a breaking point has to be reached. Now, how 
are we going to do that, I don’t know, 

I want to take just a peek at some intrastate rates in Montana. Your 
committee isn’t concerned with the intrastate problems, I know, you 
are involved strictly with interstate. 

Senator SmaTHers. We are concerned with them if they might 
affect a interstate picture, which they occasionally do. 

Mr. Jounson. Recently, in February of this year, the Montana 
Railroad Commission heard an application of Montana railroads to 
increase rates 12 percent. Since then the Interstate Commerce Com- 
mission has filed notice with the Montana Commission that: they are 
going to hold a hearing seeking not only the increase of 12 percent but 
the earlier increase in Ex parte 196, which was 6 percent, and also the 
212, which I calculate will go to 2 percent. So on our Montana rates, 
just to give you an insight into another problem we have confront- 
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ing us, we are faced perhaps with a 20 to 22 percent increase in our 
intrastate rates, as a result of the Interstate Commerce Commission 
hearing to be held this autumn. During the presentation in February 
of this } year I put in one exhibit in which I showed some figures copied 
from the railroads’ own annual reports in Montana, and it is inter- 
esting perhaps to you to know that the Northern Pacific Railways, for 
instance—and this is copied from their own record—in 1956 produced 
revenue in Montana of $57,127,000, or 32 percent of the total reported 
to the Interstate Commerce Commission of $188,169,000; that the 
Great Northern in 1956 produced in Montana $71,245,000 in revenue, 
or 38 percent of the total reported to the Interstate Commerce Com- 
mission for the entire system in the United States of $280,524,000. 
The railroad witnesses contested my exhibit on the basis that while 
mn breakdown was made in the annual report as submitted by the 

arriers of the States involved that the caveat on the front thereof 
naicend it sufficiently, to the effect that the breakdown was made 
yet the railroads would not vouch for the correctness of the figures, 
but I would like to tell you Senators that on cross-examination of the 
railroad witnesses in February each one admitted that if you take 
the breakdown as made for the amount of revenues and add the 
amounts together for all the States in which they operate, excluding 
the Canadian operations where applicable, you come up with the 
exact totals as reported to the Interstate Commerce Commission. 
Perhaps I should enter this in the record. 

Senator Smaruers. Without objection, we will make that a part 
of the record. 

Mr. Jounson. 1 hope I have made myself clear to the commit- 
tee as to the stand that the Montana Citizens Freight Rate Associa- 
tion takes on the differences between commodity rates and class 
rates, which the committee was talking about this morning. 

When the interim order was prescribed out here we got the right 
of alternation, which meant that the cheaper rate would apply, that 
is if the class rate would apply the commodity rate would auto- 
matically become absolute, and I am also aware that if the 28300 
uniform scale of class rates was extended into this territory, under 
that basis the right of alternation would not apply. However, you 
have a good case in seeking adjustment in the commodity rate if it 
happens to be higher. 

So I would like to say that it is not my wish that I have my railroad 
friends here at my throat, so to speak, over the extension of the 
28300 class rate level into this territory. I am interested in main- 
taining the relationship that our members now enjoy with many of 
their shippers under direct negotiation on class rates, but one of these 
days we must have the uniform class rate scale extended into this 
territory, as we have done the justifying for it. The Interstate 
Commerce Commission took a scientific approach and allowed the 
interim remedy. Also, there are 1,480 cities and towns in Montana. 
If each of those communities had to negotiate directly with the car- 
riers for commodity rates if the class-rate level is not extended into 
Montana, then each of those communities has a right to negotiate for 
aun adjustment as far as the class rate level is concerned. So what 
I am saying, gentlemen, is that the class rate level has been determined 
to be lawful and just in this territory, and we hope that the commit- 
tee hearing this matter today will help us out. 
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We recognize the fine efforts of the Interstate Commerce Commis- 
sion. They have done a fine job, yet we are sitting here 18 years after 
the congressional order of 1940 and we still don’t have it, but we 
certs Linly would like to have it. 

In concluding I also would like to compliment the enenenseiamy par- 
ticularly on the Smathers bill that we hear so much about, S. 3778, 
and the companion bill, H. R. 12488, both of which bills are now going 
into a conference committee to hash out the differences. I compliment 
the committee on this basis. We all recognize the problem that 
our country faces, and we know the magnitude of the hearings and 
the testimony that you have collected. We know there has been wide 
divergence of opinion, and having come up with a bill that is gen- 
erally acceptable to all forms of transportation, you are to be com- 
mnended. It is very good. 

In our opinion it isa good thing for the various modes of transpor- 
tation to be able to boost their business upon the inherent advantages 
of each, and I am sure you will agree with me that no particular mode 
of transportation has a monopoly on the inherent advantages. 

We likewise in the Montana Citizens Freight Rate Association, 
as well as the individual citizens and members in the State, are very 
appreciative of the repeal of the 3 percent Federal transportation 
tax, and we are looking forward with a good deal of anticipation 
to your efforts to repeal the 10 percent tax on passenger transpor- 
tation. 

Before I leave I would like to submit for the record a copy of the 
brief that was submitted in the 12 percent case here in Montana in 
February, because some interstate and intrastate factors are pointed 
out in there that I think will be valuable to you. This is an exhibit. 

Senator Smaruers. Without objection it will be made a part of the 
record. 

Mr. JoHNson. Fine. 

I also wish to submit from the Sidney Chamber of Commerce, Sid- 
ney, Mont., a letter in which they ask that I express their views in 
this proceeding, so I place that letter in the record. 

Senator Smatuers. That will also be made a part of the record. 

Mr. Jonnson. In addition, the Richland County Shipping Associa- 
tion, representing 300 individuals and 200 business firms of Sidney, 
Mont., has likewise expressed a wish that I express their views con- 
cerning the inequitable freight rates in Montana, and I submit that 
letter for the record. 

Senator SmatrHers. We will make that letter a part of the record. 

Mr. Jounson. Are there any questions? I believe I have finished 
on time. 

Senator SMATHERS. No questions, and thank you very much, Mr. 
Johnson. You have been a very articulate and coherent witness. 
Thank you very much. Your complete statement, together with ex- 
hibits, and other documents submitted, will be made a part of the 
record. 

(The complete statement of Mr. Johnson follows :) 


STATEMENT PREPARED BY WILLIAM H. JOHNSON, MANAGER, MONTANA CITIZENS 
FREIGHT RATE ASSOCIATION, HELENA, Monr. 


My name is W. H. Johnson. I reside at Helena, Mont., and am employed as 
manager of the Montana Citizens Freight Rate Association. I received my edu- 
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cation in the schools of the State of Indiana and have studied accounting and 
business administration in Terre Haute Commercial College, Northwestern Uni- 
versity, and Carroll College. In 1942 I was employed by the Milwaukee road 
at Terre Haute, Ind., as a bill clerk. I remained in this position for almost 2 
years, after which I served for a period in the United States Armed Forces. On 
my return I again went to work for the Milwuakee road as chief clerk to the 
division freight and passenger agent at Terre Haute, Ind., in which position I 
served for over 5 years. The duties of this position included checking and 
verification of rates in the division, making comparison of various rates. 

From January of 1951 until August of 1957 I served as manager of the traffic 
department of the Dana plant of the United States Atomic Energy Commission, 
which is operated by the Du Pont Co. at Terre Haute, Ind., in which position 
it was necessary for me to keep myself familiar with all rates and tariff sched- 
ules affecting the plant. 

On September 1, 1957, I assumed my present position with the Montana Citi 
zens Freight Rate Association, an association of Montana shippers formed for the 
purpose of obtaining equitable freight rates for the citizens of Montana. 

Perhaps the greatest deterrent to normal industrial and economic development 
in the State of Montana has been due to unlawful, unfair, discriminatory inter- 
state transportation rates imposed by transportation carriers on Montana citi 
zens. The United States Congress recognized over 18 vears ago such problems 
existed in the Nation. I refer to the Transportation Act of 1940, approved 
September 18, 1940, in which the Interstate Commerce Commission was ordered 
to investigate and prescribe lawful rates for the Nation. Section 5 (b) of the act 
reads as follows: 

“(b) The Interstate Commerce Commission is authorized and directed to insti 
tute an investigation into the rates on manufactured products, agricultural com 
modities, and raw materials, between points in one classification territory and 
points in another such territory, and into like rates within any of such territories, 
maintained by common carriers by rail or water subject to part I of the Inter 
state Commerce Act, as amended, for the purpose of determining whether said 
rates are unjust and unreasonable or unlawful in their relation to each other, 
and to enter such orders as may be appropriate for the removal of any unlawful- 
ness which may be found to exist: Provided, That the Commission in its discre 
tion may confine its investigation to such manufactured products, agricultural 
commodities, and raw materials, and the rates thereon, as shippers thereof may 
specifically request to be included in such investigation.” 

The Interstate Commerce Commission has followed the congressional directive 
to the extent that lawful, nonpreferential, nondiscriminatory, uniform freight 
rates prevail in all of the United States east of the Rocky Mountains. The 
Commission’s first order of investigation of rates in the Mountain-Pacific territory 
was dated November 28, 1949 (docket 30416). A closely allied order dated 
August 17, 1950, in docket 30660 concerned transcontinental rail class rates 
The attached exhibit No. J-1 will show a chronological history of prehearings, 
ICC hearings, conferences, etc., concerning these two dockets which did culminate 
in temporary interim relief effective September 1, 1956 

Sufficient data and information was supplied during the above mentioned hear 
ings wherein the Interstate Commerce ruled adjustment of the unlawful rates in 
Montana (the Mountain-Pacific territory) was justified. Interim relief was 
granted but the fact remains that we in Montana still do not have the transporta 
tion rate levels that we should have by law. The congressional action in the 
Transportation Act of 1940 guarantees us fair, equitable transportation rates 
the Interstate Commerce Commission has ruled that Montana, a part of the 
Mountain-Pacifiec area, has been found to deserve equitable rates ; yet we continue 
to live with unfair, preferential, discriminatory transportation rates that both 
Congress and the Interstate Commerce Commission has condemned. Eighteen 
years is a long time to wait, and we are long overdue to receive the proper 
equality for which we have cried so long. 

The statement has been made concerning the determination of the Interstate 
Commerce Commission that justification exists for the application of uniform 
rates in Montana (Mountain-Pacific territory) ; perhaps a final order could be 
issued in the matter based upon the present evidence. To gain a better under- 
standing of this point it is therefore necessary that we recognize certain 
portions of the Commission’s order in dockets 30416-30660. A brief background 
on the history of the Montana Citizens Freight Rate Association is necessary 
first. 








MONTANA FREIGHT RATES 85 


In October 1952, the Montana Citizens Freight Rate Association was incorpo- 
rated as a nonpartisan, nonprofit Montana corporation. Prior to that time there 
was ho organization or organized group to effectively represent the citizens 
of Montana as a whole and to present the case of Montana before the regulatory 
zroups. This association coordinated individual efforts and cooperated in an 
overall plan designed to carry the fight for equitable freight rates. This plan 
centered in the need for a greater, more effective, unified representation of the 
entire intermountain area which shared nearly the same degree of unfair, 
discriminatory freight rate practices as Montana. The result was a voluntary 
organization of intermountain shippers known as the Emergency Committee on 
Intermountain Freight Rates (now known as the Intermountain Transportation 
Council) with offices at 280 South Fifth West, Salt Lake City, Utah. 

Through the above-mentioned Emergency Committee, a Mr. George Parr, 
nationally famous accountant of Washington, D. C., was employed to make a 
cost study of railroad operations in Mountain-Pacific area and compare them 
with other areas to see if there was any justification for higher level of rates in 
our area because of the mountains. Briefly, Mr. Parr’s study proved beyond 
a doubt that the Mountain-Pacific railroads operate at a lesser cost than do the 
eastern railroads in more heavily populated areas. This was extremely impor- 
tant to the Commission, and in commenting on “Cost studies” preparatory to 
inaking an interim order they said on page 656 of volume 296, ICC Reports: 

“The differences in costs as between Mountain-Pacific territory and other 
territories are not uniform in the various mileage blocks or for different classes 
of cars used in transportation service. As shown by the cost studies, however, 
the differences in costs no longer justify maintenance of the existing differences 
in class rates as between Mountain-Pacific territory and 28400 (uniform rate) 
territory.” 

You are familiar with the vast area of the State of Montana and know that it 
ix the third largest State in our Nation. Freight-rate discriminations hurt not 
only the shipper and the receiver of the freight but communities, sections, regions, 
and territories. This is particularly true in a number of areas of Montana 
where better distribution policies would obtain, if proper uniform class rates 
prevailed. Uniform class rates will also be very instrumental in creating a 
proper rate climate to further industrial development. Our rail carriers claim 
to be meeting the demand for new rates as they become needed ; but this practice, 
while helpful, succeeds in meeting only part of the need. The Commission took 
note of these points as follows: 

“It is well known that, from a tonnage standpoint, class rates usually ac- 
commodate only a relatively small percentage of the total traffic volume. Based 
upon niuber of commodities which enter into the channels of trade and commerce 
constantly increase in number and variety. The articles of freight which are 
how the subject of transportation and embodied in the current freight classifi- 
cation run into thousands. Whether the volume of movement of any particular 
article or Commodity is small or large, the law demands that the rates charged 
or to be charged for its transportation shall be just, reasonable, nondiscrimina- 
tory, and nonpreferential. The inhibitions of the law against discrimination are 
designed for the protection not only of the shipper or receiver of freight, but of 
communities, sections, regions, and territories. 

“The Commission has never felt that the purpose of a system of class rates 
is simply to furnish a point of departure for the establishment of special rates, 
in the form of Commodity rates or exceptions. Class rates ought to be so made 
as to enable them to respond to the needs of an important segment of traffic. 
It is not feasible to provide Commodity rates or exception rates for every par- 
ticular movement of freight. Some traffic necessarily must depend upon class 
rates as the only measure of charges of the transportation service performed or 
required. 

“The class-rate system in the freight-rate adjustments before us, particularly 
in Mountain-Pacific territory, is not performing its proper functions * * * 

“While the respondents have attempted to meet the demands for new rates 
as they have arisen in the areas involved, such a process of ratemaking has 
limitations, and it should not be allowed to obscure the needs for a just and 
reasonable system of Class rates, 

“There is not only an intraregional flow or traffic in the Mountain-Pacific 
territory, Which is subject to the interplay of shipper and market competition, 
but there is also an important and growing movement of interterritorial traffic 
which encounters the rivalry of competitors among regions and territories. Un- 
less reasonable relations between producing and consuming areas are observed 
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in these rates, the purpose of the law against discrimination may well be 
thwarted.” 

In commenting upon the need for a temporary, interim level of class rates 
for the Mountain-Pacific territory, the Commission had this to say: 

“* * * Because these proceedings involve a major adjustment affecting the 
total rate structure in the areas concerned, a scientific approach to the problem 
calls for a trial or test period during which the ramifications of any revision 
ordered or approved by us may be observed and analyzed for the purpose of 
guiding our future action, in the interest of the carriers as well as the shippers. 

“Upon the evidence thus far submitted in these investigations, we further find 
that as a result of these changed conditions and the prevailing differences in 
transportation costs, there now exists undue prejudice and preference as between 
Mountain-Pacific territory in which the present transcontinental class-rate 
adjustment operates, on the one hand, and the respective regions and territories 
in which the 28,300 class rates apply, on the other hand; and that the present 
class rates within, to and from Mountain-Pacific territory are, and for the 
future will be, unjust, unreasonable, and unduly and unreasonably prejudical to 
Mountain-Pacific territory, and unduly and unreasonably preferential of the 
remainder of the United States east thereof. It is our duty under section 15 (1) 
of the act to determine and prescribe what will be the just and reasonable rates 
and charges, and what classification will be just, fair and reasonable, to be 
hereafter followed. 

“We further find that this situation justifies appropriate action. It is not our 
intention, however, to disturb more than is necessary the existing commodity 
and exemption rate structure, nor to reduce materially the carriers’ current 
revenues. In order to remove the unlawfulness herein found to exist, however. 
to the extent that it is practicable at this time, the respondent railroads will be 
ordered to publish the class rates proposed by them with alternation in instances 
in which commodity or classification exception rates are higher * * *. 

“We further find that a reasonable test period will be necessary accurately 
to determine the final effect upon the carrier’s revenues of the class rates pro- 
posed by them and herein found just and reasonable upon this record. At the 
proper time further proceedings to determine the revenue effect of these rates 
and finally to dispose of the issues in this proceeding will be conducted by us.” 

As has been stated, the interim level rates have been in effect in the 
Mountain-Pacific area since September 1, 1956. We believe that time to be a 
reasonable test period and that we should have the final relief to which we are 
entitled without further delay. For your ready reference the attached exhibits 
J-2 and J-3 show examples of first class rates to Montana cities from Chicago 
as they applied before any action was taken (the top line), as they apply today 
(the middle line), and as they should apply on the iterim rate level (bottom line). 

In the past we have had considerable difficulty in dealing with problems of 
investigating and prescribing fair, just, equitable intrastate freight rates. 
Intrastate increases have been sought because intrastate levels are discrimina- 
tory to interstate ICC prescribed “levels” rather than to show the State regu- 
latory agency proper proof and justification for an increase. Section 13 of the 
Interstate Commerce Act permits the Interstate Commerce Commission to take 
jurisdiction of intrastate rates, which in effect makes State regulatory commis- 
sions more rubberstamps for the Interstate Commerce Commission in the matter 
of fixing intrastate rates. However, it is to be noted that the United States 
Supreme Court in No. 15, Public Service Commission of Utah and Utah Citizens 
Rate Association v. United States of America and Interstate Commerce Com- 
mission, decided May 19, 1958, that a State regulatory commission does have 
the right to expect better, more complete data in support of a request for in- 
creases from which an intelligent determination can be made whether or not 
such intrastate rate increase applications are justified. The full text of this 
very important precedent-setting decision has not become available as of this 
writing, but it should be abundantly clear to all interested in the making of 
intrastate rates that in making changes, reasonableness of a rate must be shown 
as well as proper proof for an increase. 

Montana has a very potent problem at the moment, however, which concerns 
intrastate rates. The Interstate Commerce Commission has made known that 
an examiner will hold a hearing in Helena June 23, 1958, on a complaint of 5 
major Montana railroads that intrastate rates in the State are discriminatory 
because they were not raised along with the 2 general interstate increases 
granted by the ICC. The two increases involve Er parte 196 for 6 percent and 
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Ex parte 206 for 12 percent for a total of an 18-percent increase. The Montana 
Railroad Commission denied the 6-percent increase after the rails application 
in December 1956. The 12-percent increase was just heard in January and 
February 1958, and the Commission is still holding this matter under advise- 
ment. , 

We in Montana are faced with a very real threat of getting another 18-percent 
increase in our intrastate rates as a result of the June 23 hearing. Of course 
we do not know what the ICC determination will be from evidence to be sub- 
mitted at such hearing, but it is the opinion of this association that insufficient 
justification and proof as submitted by the railroads in their original increase 
applications to the Montana Railroad Commission do not justify the Interstate 
Commerce Commission to force the 18-percent increase upon us. As an example 
please see the attached brief, this association presented to Montana Railroad 
Commission involving the present 12-percent case before them, docket MC 4588. 

We say the threat that Montana will get an 18 percent increase in intrastate 
rates is doubly great due to action of the Interstate Commerce Commission on 
a similar hearing pertaining to Er parte 175 (15 percent) increase in rates. 
The Supreme Court of the State of Montana in Montana Citizens Freight Rate 
Association v. Board of Railroad Commissioners, found Er parte 175 increase 
on Montana intrastate traffic not in order. They commented: 

“The railroads contend that they are unable to apportion costs, expenses and 
revenues. Difficulties in obtaining an exact breakdown do not absolve them 
from coming forward with the best obtainable figures. Sworn reports are filed 
with the Montana board which contain such breakdowns.” 

However, the Interstate Commerce Commission, by its order No. 31620 dated 
October 17, 1955, found unlawfulness to exist—that railroads were operating 
in Montana on rates and charges which caused unjust discrimination against 
interstate commerce. Despite the findings of the Supreme Court of the State 
of Montana, the citizens in the State of Montana today are paying the 15-percent 
increases on intrastate traffic as per Ez parte 175. 

In view of the recent decision of the United States Supreme Court on the Utah 
section 13 case, we seriously question the advisability of the Interstate Com- 
merce Commission to proceed with their declaration to hold the June 23 hearing 
in Helena. 


(The exhibit J—1 referred to in the statement reads as follows :) 


CHRONOLOGICAL History OF Erorts To OBTAIN EQUITABLE FREIGHT RATES FOR 
MONTANA (MOUNTAIN PAcIFic CLASS RATE CASES) 


November 28, 1949: Order of investigation in docket 30416. 

August 17, 1950: Order of investigation in docket 30660. 

September 6, 1951: Prehearing conference, Salt Lake City, Utah, Newhouse 
Hotel, before Commissioner Aitchison. 

October 1, 1951: Order denying motion of California Manufacturing Associa- 
tion and others, to discontinue proceedings. 

April 25, 1952: Petition of Utah Citizens Rate Association, requesting interim 
rate order in docket 30660. 

December 1, 1952: Order of ICC to railroads to supply certain underlying 
cost data. 

February 17, 1953: Petition of railroads to vacate order of December 1, 
1952. 

April 1, 1953: Petition of railroads to vacate order of December 1, 1952. 
denied. 

April and May 1953: Shipper meetings held by carriers to discuss rail pro- 
posals as to class rates. 

August 20, 1953: Petition of Montana Citizens Freight Rate Association, 
docket 30660, to establish interim class rates between Montana and WTL and 
official territory. Reply of railroads for denial, filed August 238, 1953. 

October 19, 1953: Petition of Transportation Bureau of Great Falls, Mont., 
for interim relief in docket 30660. 

October 1953: Notice setting first hearing for December 1, 1953. Motion filed 
by railroads to postpone hearing. Replies filed; motion denied October 23, 1953. 

December 1, 1953: Hearing held at Washington, D.C. 
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April 5, 1954: Order of 1CC amending order of investigation to include alter- 
nation of class and commodity rates as a matter at issue. 

April 19, 1954: Further hearing held at Salt Lake City, Utah. 

April 26, 1954: Further hearing held at Los Angeles, Calif. 

April 29, 1954: Further hearing held at San Francisco, Calif. 

May 6, 1954: Further hearing held at Seattle, Wash. 

July 26, 1954: Further hearing held at Milwaukee, Wis. 

December 7, 1954: Further hearing held at Washington, D. C. 

February 28, 1955: Further hearing held at Phoenix, Ariz. 

March 22, 1955: Notice of procedure on issue of interim rates. 

May 16, 1955: Due date for briefs on interim rates. 

June 7, 1955: Further hearing held at San Francisco, Calif., on limited issue 
of branch line arbitraries. 

July 11, 1955: Oral argument on interim rates before entire Commission, 
Washington, D.C. 

December 30, 1955: Service of order, dated October 19, setting interim rates to 
become effective June 1, 1956. 

April 10, 1956: Petition of railroads to postpone effective date of interim rates 
tou October 1, 1956. 

May 9, 1956: Order of ICC postponing effective date of interim rates to August 
1, 1956. 

May 31, 1956: Petition of railroads to further pospone to September 1, 1956, 
on 15 days’ notice. 

September 1, 1956: Interim rates became effective. Further hearings are to 
be held as to permanent rate level. 

Respectfully submitted. 


W. H. JOHNSON, Manager. 
(The exhibits mentioned in Mr. Johnson's statement as J-2 and J-3, 


and unnumbered exhibit entitled MRC docket No. 4588 are on file in 
the committee. ) 
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(Material subsequently submitted is as follows :) 


SUPPLEMENTAL STATEMENT BY WILLIAM H. JOHNSON, MANAGER, MONTANA 
CITIZENS FREIGHT Rate ASSOCIATION, HELENA, Monr. 


My name is William H. Johnson, manager, Montana Citizens Freight Rate 
Association, Helena, Mont. My original statement has been accepted before 
this committee. The chairman of the Senate Surface Transportation Sub- 
committee has indicated the record on this proceeding would be kept open a 
short time to include additional data deemed worthy of committee attention. 
Because there is more vitally important data that needs to come to the attention 
of this worthy committee, I respectfully submit this additional supplemental 
statement. 

We refer to Montana as the Treasure State and this is aptly so. One of the 
principal treasures found in Montana is its timber, a goodly portion of which 
is contained in the national forests. 

There is an astonishing potential annual timber yield in the national forests 
of Montana that is presently not being utilized. Failure to utilize this potential 
means it is lost, wasted each year. 

In the timber business one refers to a mature tree ready for harvest as ripe. 
The size of a ripe tree determines its classification; it will generally be suitable 
for pulp or utility poles if the diameter is under 11 inches and where the 
diameter exceeds 11 inches, it can be processed into lumber. 

To get back to the annual timber yield being wasted each year in the national 
forests of Montana, a very conservative estimate of timber in sizes under 11 
inches, timber of a quality highly adapted for use as pulp, would be 430,000 
cords. (While research in the lumber industry has shown that increasing and 
important amounts of smaller timber can be utilized through glued panels, for 
example, there is still an overwhelming excess left which is generally, excel- 
lently suitable for pulp.) Generally, 30 cords can be loaded into 1 railroad car: 
this means there is a conservative estimate of 14,335 carloads of pulpwood in 
Montana going to waste each year. And that isn’t all: what about the timber 
that exceeds 11 inches in diameter ? 

Timber for processing into lumber, that which exceeds 11 inches in diameter, 
suffers a conservative annual loss in our Montana national forests of 100 
million board-feet. To break this down into potential rail carloads, approxi- 
mately 27,000 board-feet of lumber can generally be loaded in a rail car. This 
means there is a conservative estimate of at least 3.700 carloads of lumber going 
to waste each year in Montana's national forests. 

The market for most of Montana’s timbered products is far removed from the 
State. The largest potential market can be found in the Midwest. When it is 
generally acknowledged that transportation costs are the principal impedi- 
ments to our utilizing a potential 18,000 carloads of Montana timber products, 
it is most difficult to understand why we do not only have equality in our freight 
rates but realistic freight rates that would help us to capitalize on a treasure 
that is now being lost for our great Nation and lost for all mankind. <A 
conservative, realistic value of these timber products (figuring $16 per cord 
f. o. b. car; $85 per thousand board-feet f. 0. b. car) approximates $15,380,000 
annually. 

We ask that this committee take particular note of the example cited above, 
an example where lack of equality in our freight rates has seriously retarded 
the growth of Montana. We think this example affords proof where equitable 
freight rates would result in a mutual benefit to all concerned. One of the 
first places to start in getting equitable transportation rates for the citizens of 
Montana is to have a realistic base scale of rates in effect from which all pre- 
vailing rates can be made or adjusted in their proper prospective. Montanans 
should have an extension of the 28300 uniform class-rate scale across the State 
the same scale that already exists in all the Nation east of our borders. 

Your committee is no doubt aware that class rates provide the maximum basic 
floor of rates and from that, other rates are made. Also, as the committee is 
very much aware, the threat of increasing commodity rates to meet the reduc- 
tions in revenues of the class rates when 28300 uniform class rate scale is 
extended throughout the Nation is strickly hokum. This is true even on bulk 
commodities. Your committee has heard numerous testimonies in your investi- 
gation of the problems of the railroads (resulting in S. 3778) where the railroads 
must now reduce rates in order to recover tonnage lost to competitors. 
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Many, many times we have lifted our voices decrying the inequitable basic 
freight rate structure in Montana. It is sincerely hoped that this committee 
recognizes the seriousness of the problem and will somehow find a means of 
guiding us from a colonial status to an up-to-date modern society. 


(The letter from Sidney Chamber of Commerce, referred to in Mr. 
Johnson’s statement, follows :) 
SIDNEY CHAMBER OF COMMERCE, 
Sidney, Mont., July 2, 1958. 
Mr. BILL JOHNSON, 
Montana Citizens Freight Rate Association, 
Helena, Mont. 


DEAR Mr. JOHNSON: We understand you will appear at the Senate committee 
hearing in Helena regarding freight rates in Montana. Rates have been a 
serious problem to the citizens of Montana and in developing new business and 
industry for Montana. 

Be sure to express our viewpoints on this to the Senate committee. 

Very truly yours, 
Frep MIELKE, President. 


(The letter from Richland County Shipping Association, men- 
tioned in Mr. Johnson’s statement, follows:) 


RICHLAND COUNTY SHIPPING ASSOCIATION, 
Sidney, Mont., July 2, 1958. 
Mr. BILL JOHNSON, 
Montana Citizens Freight Rate Association, 
Helena, Mont. 


Dear Mr. JOHNSON: Our county shipping association includes about 300 indi- 
viduals and 200 business firms. It is our wish that the Montana Citizens Freight 
Rate Association represent us at the Senate hearing scheduled in Helena. 
regarding freight rates in Montana. 

We are vitally concerned and the State association knows our views and can 
ably represent us. 

Very truly yours, 
MANSEL J. Woops, Secretary. 


(The brief referred to in Mr. Johnson’s statement follows :) 
BEFORE THE MONTANA BOARD OF RAILROAD COMMISSIONERS 
Docket No. 4588 
IN RE MONTANA INTRASTATE FREIGHT RATES AND CHARGES, 1956, Ex PARTE 206 


BRIEF OF PROTESTANT 


Montana Citizens Freight Rate Association. 
Due date: March 31, 1958. 


Calvin L. Rampton, attorney for Montana Citizens Freight Rate Association, 
721 Continental Bank Building, Salt Lake City, Utah. 

Pursuant to authority granted by the Commission, Montana Citizens Freight 
Rate Association, a protestant in the above-entitled action, submits the following 
brief in opposition to the granting of any increases on Montana intrastate railroad 
freight rates and charges. Because this matter was so recently heard and the 
evidence is still fresh in the minds of the Commission, counsel will refer to testi- 
mony and exhibits hereafter in the brief in connection with the points to which 
such evidence is applicable. 


BURDEN OF PROOF AND MEASURE OF PROOF 


The burden of proof in this action lies with the railroads who are the moving 
parties is a proposition so well established that it requires no citation of author- 
ity or argument. The protestant, therefore, will concern itself principally with 
the matter of the measure of proof to meet this burden. 

In the State of Montana this matter has been definitely decided by the supreme 
court of this State in the case of Montana Citizens Freight Rate Association v. 
Board of Railroad Commissioners, of Montana, reported at 271 Pacifie (2d) 1024. 
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As is pointed out in that case, the measure of proof required in an action before 
a State regulatory body to secure an increase in intrastate rates is somewhat 
different from the proof required in a section 13 case before the Interstate Com- 
merce Commission. In a section 13 case the issue to be determined is whether 
or not the intrastate rates are so low as to cast a burden on interstate commerce. 
In this case, the issue is whether or not the intrastate rates yield income sufficient 
to pay the railroads a reasonable return on the property devoted to the handling 
of intrastate freight. In a section 13 case, the relationship between intrastate 
and interstate rates assumes some importance. In this case, such relationship 
has no bearing at all on the issues. 

The Supreme Court of the State of Montana dealt with this matter in the 
following language, quoted from Montana Citizens Freight Rate Association v. 
Board of Railroad Commissioners, supra : 

“The order of the Interstate Commerce Commission in the King case was 
made under section 13 of the Interstate Commerce Act and the only question pre- 
sented to the court, or that could be presented to it, was whether the Interstae 
Commerce Commission was right in holding that the intrastate rate caused 
undue, unreasonable, or unjust discrimination against interstate commerce. 

“In answering that question, it was properly held that the reasonableness of 
the intrastate rate need not be dealt with specifically. That conclusion on that 
point was correct because the reasonableness of the rate was not an issue in 
the case. The sole issue was one of unreasonable discrimination. But before 
the State board has the authority to grant an increase in rates, it must be 
shown that the existing rates are inadequate to yield a fair return, and the 
burden of so showing is upon those asking for an increase in the rates. That 
presents an entirely different issue from that of unreasonable discrimination 
presented to the Interstate Commerce Commission under section 13 of the In- 
terstate Commerce Act.” 

In the case of King v. United States (344 U. S. 254, 97 L. ed. 301) the Su- 
preme Court of the United States approved a rather simplified method of proof 
in a section 13 case. The Supreme Court held in this case that if the rail- 
roads are able to show an overall need of additional revenue, and in addition 
to that are able to show that intrastate rates are lower on a comparable basis 
than interstate rates, and further are able to show that all material factors 
affecting the reasonableness of the rates are the same, then the intrastate rates 
may be increased by the Federal regulatory agency. 

The King case in effect assumes a syllogistic reasoning test as follows: 

(a) Overall railroad rates should be increased : 

(b) All factors affecting the reasonableness of intrastate rates are the 

same as those affecting other rates, therefore 

(c) Intrastate rates should be increased. 
However, as in all syllogisms, if either premise is not true the conclusion does 
not follow. We will show later in this brief that the railroads’ evidence in 
this case does not even meet the abbreviated requirements of the King case much 
less the higher standards of proof required before a State regulatory body. 

There is also considerable question as to whether the King case still stands 
unchallenged. Subsequent to the King case, a three-judge court in the State of 
Mississippi set aside a section 13 order, in the case of Mississippi Public Service 
Commission v. United States of America and Interstate Commerce Commis- 
sion (124 Fed. Supp. 809). The Mississippi Federal courts in regard to the 
measure of proof stated : 

“The record shows that in making the investigation for the Nation as a whole 
in ex parte No. 175 that the Commission at that time was making a determina- 
tion that the intrastate rates should be increased as well as the interstate rates. 
This will not do. There must be a finding based upon substantial evidence 
after a full investigation that the intrastate rates are abnormally low and that 
traffic thereunder fails to produce its fair share of the earnings to yield revenue 
sufficient to accomplish the purpose of interstate commerce. The record does 
not bear out any substantial evidence to this effect. There was no separation 
made by the railroads of their revenues, expenses and properties as between 
interstate and intrastate operations. So far as the record shows, it could be 
fairly assumed that the rates fixed by the Mississippi commission were not 
abnormally low, but were bearing a fair percentage of revenue for the operation 
of the carriers.” 

If the Supreme Court by its motion to affirm was approving the above lan- 
guage of the Mississippi 3-man court, then the railroads are to be held to 
a higher standard of proof in section 13 cases. This matter is now before the Su- 








an 


MONTANA FREIGHT RATES 93 


preme Court in the case of Public Service Commission of Utah and the Utah Citi- 
zens Rate Association v. Interstate Commerce Commission et al., not yet decided. 
However, regardless of what the decision may be in regard to section 13 cases, 
the fact remains that under the laws of the State of Montana as established by 
the Supreme Court of this State, it must be established by definite evidence 
and not merely by tenuous inferences that the intrastate rates are in need of an 
increase in order to yield a fair return to railroads on property devoted to the 
handling of intrastate traffic. 


OPERATING STATISTICS OF THE RAILROADS 


The railroads offered no evidence at all breaking their revenue, expenses and 
investment down as to intrastate traffic. Indeed they claim to be unable to do 
this. All of the operating statistics introduced are on a systemwide basis for 
the roads in question. Exhibit 6 introduced by the witness Kroll contained a 
composite operating statement of the five major roads operating in and through 
Montana. Exhibit 12, introduced by the witness Strong is a systemwide rate of 
return study for Great Northern. Exhibit 13, introduced by the witness Pat- 
terson, is a like study for the Milwaukee. The same information for the North- 
ern Pacific is shown by the Witness Mahoney in exhibit 18. Standing alone, 
these figures mean nothing as applied to intrastate requirements. As was stated 
by the Mississippi Federal Court in Mississippi Public Service Commission Vv. 
United States of America, et al, supra: 

“There was no separation made by the railroads of their revenues, expenses 
and properties as between interstate and intrastate operations. So far as the 
record shows, it could be fairly assumed that the rates fixed by the Mississippi 
commission were not abnormally low, but were bearing a fair percentage of 
revenue for the operation of the carriers.” 

The railroads seem to assume that even though they bear the burden of 
proof in this case, because it is difficult to break down operating figures as to 
intrastate traffic, they should not be required to do so. This fact was com- 
mented upon by the court in Montana Citizens Ireight Rate Association, v. 
Board of Railroad Commissioners, supra: 

“The railroads contend that they are unable to apportion costs, expenses and 
revenues. Difficulties in obtaining an exact breakdown do not absolve them 
from coming forward with the best obtainable figures. Sworn reports are 
filed with the Montana board which contain such breakdowns.” 

The decision then goes on to point out that ratemaking is not an exact science 
and that even though an exact breakdown may not be possible, it is the obliga- 
tion of the railroads to present the best breakdown that can be made under the 
circumstances, and not merely to ignore the matter. 

The systemwide figures of operation as originally submitted by the railroads 
in this case are not accurate as is made abundantly clear by the cross-examina- 
tion. The rate of return as shown by Mr. Kroll in his original exhibit 6 for the 5 
roads on a composite basis for the year 1956 is 3.23 percent. On the other hand, 
exhibit 6A, which was prepared at the request of opponents, shows that when 
using the elements of value rate base and eliminating from the computation 
improperly claimed income-tax deductions, the rate of return becomes 4.06 percent 
for the year 1955 and would apparently be substantially the same for 1956. 
Counsel agrees that this rate of return overall is not sufficient. However, it is 
so close to a satisfactory rate of return that no inference can be drawn that 
any particular segment of the business is responsible in whole or in part for 
the deficiency in rate of return in the absence of specific figures affecting that 
segment of traffic. 

OPERATING INDICATORS 
(e) Comparative rates 

Comparative rate studies were introduced both by the railroads and by pro- 
testants. The logic of the railroads in introducing these rate studies is appar- 
ently to attempt to meet the demands of the King case by showing that the 
intrastate rates are lower on a comparable basis than are interstate rates. 
From this they will no doubt argue that it must be assumed that the low vate of 
return of the roads is due, at least in part, to noncompensatory intrastate rates. 
Exhibits 19 to 34, by the witness Hart; exhibits 34 to 40, by the witness William- 
son; and exhibits 41 to 47, by the witness Casey, show some examples of intra- 
state rates which are lower than interstate rates on comparable commodities, 
for comparable minimums at a comparable haul. It is not surprising that there 
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are many examples of this kind that could be selected from the vast number of 
rates in effect on these roads. On the other hand, many examples can be found 
quite to the contrary as is shown by exhibits E and F, by the witness Johnson. 
Let us assume, however, that the only evidence in the record as to comparative 
rates was that interstate rates were higher on a comparable basis. The Supreme 
Court has held that such fact does not, even in a 13 section case, standing alone, 
warrant the increase of the intrastate rates. In North Carolina v. United States 
(325 U.S. 507, 89 L. ed 1760), the Supreme Court stated: 

“In effect, the Commission’s holding was, and its argument is here, that 
section 13 (4) automatically requires complete uniformity in intrastate and 
interstate rates. That argument is in short that under our national trans- 
portation system interstate travelers and intrastate travelers use the same 
trains; for a State to fix a lower intrastate rate than the interstate rate is 
therefore an undue advantage to the intrastate passengers and an unfair dis- 
crimination against the interstate passengers. If Congress intended to permit 
such an oversimplified form of proof to establish “unjust discrimination,” then 
its requirement of a “full hearing” was mere surplusage. In fact, it need 
have provided for no hearing at all since it could have easily stated in its 
legislation that intrastate rates shall never be lower than interstate rates. * * * 
So here, the finding that interstate passengers paid higher fares than intra- 
state passengers for the same facilities is an inadequate support for nullifying 
State rates on the ground that they constitute unjust discrimination against 
interstate passengers.” 

If such rate comparisons are insufficient basis for a finding in a 13 section 
case, where comparison of rates is a factor, how much less would they be as 
a basis for a finding in a proceeding before a State regulatory body, where, for 
the reasons pointed out above, comparative rates are immaterial. 

However, the evidence in this case does not establish that interstate rates 
are now higher after they have received overall increases than are intrastate 
rates on a comparable basis. The most that can be said for the evidence is 
that in some cases that is true, but in other cases the intrastate rates are 
already higher on a comparative basis without the increases than are the 
interstate rates, including the increases. 


(b) Factors affecting costs 

The railroads attempt to establish that the cost of handling intrastate traffic 
is as great or greater than the cost of handling interstate traffic by two very 
general types of evidence. There was general testimony from several wit- 
nesses to the effect that the roads handle interstate and intrastate traffic in- 
discriminately, moving it on the same trains, over the same rails, through the 
same terminals, by the same personnel. This, of course, is a fact which scarcely 
needs proof. Anyone that has the slightest acquaintance with the operation of 
the railroads is well aware that this is true and it is a matter of which courts 
and regulatory commissions can take judicial notice. 

The railroads then introduced evidence which was designed to show that 
intrastate traffic makes up a greater proportion of the lading on way or local 
trains than on through trains. Evidence was then introduced to show that labor 
costs are somewhat higher on way trains than on through trains. Standing 
alone and without refutation, it certainly could not be inferred from this evi- 
dence that the cost of handling intrastate traffic was as great or greater than 
the cost of handling interstate traffic. There are so many other factors affecting 
costs that this remote evidence as to wage costs loses any probative effect. One 
of the primary influences on cost of rendering service by the rails is the density 
of traffic. This is true because of the fact that rail costs may generally be 
divided into two types—variable or out-of-pocket costs, and fixed costs. Variable 
costs which cover such matters as wages, fuel, etc., tend to vary in direct pro- 
portion to the amount of traffic handled, therefore, variable costs will have the 
same relative bearing on each ton-mile of freight handled regardless of density. 
Fixed costs, on the other hand, which cover such items as maintenance-of-way, 
return on investment and general overhead, remain relatively the same regard- 
less of the volume of traffic. Therefore, the greater the volume of traffic, the 
less the impact of the fixed costs on each unit handled. 

Exhibit D introduced by the witness Johnson shows comparative density figures 
for the Great Northern, the Northern Pacific, and the Milwaukee. On the left- 
hand side of this exhibit under the heading “Montana” is shown the ton-miles per 
mile of track within the State of Montana. This includes intrastate traffic as 
well as the Montana portion of interstate traffic originating and terminating in 
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Montana plus the Montana portion of the bridge traffic moving through the 
State. On the right side under the heading “System” is shown the like figures 
systemwide on the roads in question. As was stated by Mr. Kroll on cross- 
examination, these figures for the State of Montana are actual figures based 
upon railroad records. There is no allocation of any kind made, nor is there 
any duplication of traffic shown under the Montana figures. It is true that the 
bulk of the traffic shown for Montana consists of interstate traffic of one type or 
another. However, that in no way affects the relevancy of these figures. They 
clearly show that, in the State of Montana, the railroads on their total traffic 
have a substantially higher density than they have systemwide. This would 
indicate that the railroads’ cost of handling traffic in the State of Montana, both 
interstate and intrastate, is lower than the cost of handling traffic systemwide. 

This fact is further borne out by the operating figures shown on exhibit D. 
The operating ratios for the State of Montana are in almost every instance 
for the 3 roads in the 4 years shown, lower than are the operating ratios for 
the entire road and the like period on a systemwide basis. The revenue figures 
as used in this exhibit are, of course, exact figures taken from the railroads’ 
records and it is the understanding of counsel that the railroads have no quarrel 
with these figures. They do challenge the expense figures. They maintain 
that the allocation to Montana is made on an arbitrary basis required by the 
separations formula prescribed by the National Association of Public Utility 
Commissions. The railroads, however, admitted that the method of allocation 
used was the same in every State in which these roads operated with the ex- 
ception of Oregon and Washington, which had a different formula. Further, 
the accounting witnesses for each of the roads admitted on cross-examination 
that the total of the expense allocations made to each State would equal the 
systemwide figures as reported to the Interstate Commerce Commission. From 
this it follows that if there is an underallocation of expenses in one State, there 
must be an overallocation in another. There is no element of expense system- 
wide which the railroads do not, on their State breakdowns, allocate to one 
State or another. Yet the railroads, as this Commission is well aware, take the 
position in each State through which they operate that the allocation under- 
states their expenses. Somewhere they must be wrong. Furthermore, if the 
allocation as thus made is wrong, it is the duty of the railroads to come up 
with the best allocation that they can make. 

The Supreme Court of Montana clearly set forth this requirement in Mon- 
tana Citizens Freight Rate Association vy. Board of Railroad Commissioners, 
supra, as follows: 

“But the rule is as stated by Beale and Wyman in their treatise on Railroad 
Rate Regulation, section 466, page 455: ‘The fact that on exact mathematical 
computation of the cost is impossible is immaterial; the cost must be found, 
as best it may be, before the reasonableness of the local rate can be determined. 
There are many things that have to be determined by court and jury in respect 
to which mathematical accuracy is not possible.’ Chicago, M. & St. P. R. Co. v. 
Tompkins (176 U. S. 167, 20 S. Ct. 336, 340, 44 L. ed. 417, 418).” 

The railroads have presented no allocation of their own. The best figures 
available are the figures found in their own annual reports. These figures def- 
initely show that both from the standpoint of operating ratios, the applicants’ 
operations within the State of Montana are substantially more favorable to the 
roads than are their operations systemwide. The only inference which can be 
drawn from this fact is the inference that whatever deficiency the railroads 
have in earnings systemwide are not occasioned by noncompensatory rates within 
the State of Montana. 

CONCLUSION 


Counsel submits to the Commission that the evidence presented by the rail- 
roads in this case would be deficient if presented before the Interstate Commerce 
Commission in a section 13 case. It is even more clearly deficient to meet the 
higher standards of proof required before a State regulatory body. The rail- 
roads have not made a breakdown of their operating revenues and expenses 
and their investment applicable to Montana intrastate traffic. They have not 
shown that the costs of handling intrastate traffic are as great or greater than the 
cost of handling interstate traffic. The railroads’ proof standing alone and 
unrefuted, would be insufficient upon which to base a finding in this case. 

The protestants have introduced evidence from the railroads’ own report 
which indicates that operating conditions for the railroads are more favorable 
within the State of Montana than systemwide. Therefore, under the holding of 















96 MONTANA FREIGHT RATES 


the ‘Supreme Court of the State of Montana in the case of Montana Citizens 

Freight Rate Association v. Board of Railroad Commissioners, supra, this board 

would appear to have no choice but to deny the application of the railroads. 
Respectfully submitted. 


Catvin L. RAMPTON, 
Attorney for Montana Citizens Freight Rate Association, 
721 Continental Bank Building, Salt Lake City, Utah. 


CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the foregoing document upon all 
parties of record in this proceeding, by mailing a copy thereof, by first-class mail, 
properly addressed, to all parties of record. 

Dated Salt Lake City, Utah, March 27, 1958. 


Catvin L. RAMPTON. 
(Whereupon, at 1: 10 p. m., the hearing recessed until 2: 30 p. m.) 


AFTERNOON SESSION 


The hearing continued, following luncheon recess, at 3 p. m.) 

Senator Smatuers. The meetings willl come to order. 

Senator Magnuson has authorized me to state for the committee 
that we regret our delay in returning to the hearing room, but it has 
been worth while insofar as we are concerned, because we went over 
to the museum right across the way here and saw those wonderful 
pictures of Charlie Russell’s, and saw the expedition of Lewis and 
Clark in a new light. However, we do extend our apologies for 
having delayed you. 

Now we have as our next witness Walter N. Saaby, director of traffic, 
Victor Chemical Works, Chicago, Il. 

Mr. Saasy. Mr. Chairman, members of the committee, and gentle- 
men, I have only a short statement that I would like to read for you 
today. Ihave 20 copies for your use. 

Senator Smatuers. Thank you very much. 


STATEMENT OF WALTER N. SAABY, DIRECTOR OF TRAFFIC, 
VICTOR CHEMICAL WORKS 


Mr. Saasy. I would like to state that I am Walter N. Saaby, direc- 
tor of traffic, Victor Chemical Works, 155 North Wacker Drive, Chi- 
cago, Ill. 

Victor Chemical Works, whose general offices are in Chicago, IIl., 
have a plant located at Silver Bow, Mont. The principal product 
manufactured at that location is elemental phosphorus which is 
shipped to Illinois and California where it is used in manufacturing 
various chemical compounds. In these destination territories, our 

hosphorus is in competition with phosphorus produced in Tennessee, 
lorida, and Idaho. 

Before our present plant site at Silver Bow was acquired, a very 
extensive investigation was made to determine what freight rates 
could be expected to move inbound raw materials as well as outbound 
finished products. We were assured by the carriers serving that area 
that we could expect their full cooperation and encouragement in 
locating in the State of Montana. When a new industry locates in a 
new area, it does not expect to find freight rates for raw materials and 
finished products tailored to its requirements. It is necessary to con- 
sult with the railroads serving the location in order that adjustments 
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in freight rates may be worked out to meet commercial conditions. 
We would like to emphasize that freight rates do not make commer- 
cial conditions but commercial conditions make freight rates. In 
practice, rates are made by shippers who have something to move and 
carriers who want to haul it, working out together rates which will 
permit the commerce to move. 

It is inconceivable that a plant such as ours at Silver Bow could 
exist without rates fitted to our individual requirements. We could 
not possibly survive with class rates or with a rigid formula of rates 
because our rates must be predicated on competitive market conditions, 

It is necessary to negotiate with the carriers to establish commodity 
rates to move the large volume of raw materials, also commodity rates 
must be established on our finished products based on market compe- 
tition in the consuming areas and to meet competitive producers of 
similar commodities in other parts of the country and in particular 
in the State of Idaho. 

An adjustment in the class rates in the State of Montana will have 
little or no benefit to the Victor Chemical Works as our tonnage to 
and from that area moves under specific commodity rates. 

Thank you very much. 

Senator Smatuers. All right. Thank you, Mr. Saaby. 

Our next witness is Norman Blevins, of Montana Hardware & Im- 
plement Association, Helena, Mont. 


STATEMENT OF N. 0. BLEVINS, EXECUTIVE SECRETARY OF MON- 
TANA HARDWARE & IMPLEMENT ASSOCIATION, HELENA, MONT. 


Mr. Brevins. My name is N. O. Blevins. I am the executive secre- 
tary of the Montana Hardware & Implement Association, an incor- 
porated trade association. Our office is in room 14, Gold Block, 
Helena, Mont. 

{ have held this position for 11 years and prior to that time was 
engaged in the wholesale and retail distribution of farm equipment 
in Montana. 

It is my understanding that the purpose of this hearing is to deter- 
mine the reasonableness and equity of rates being charged in Mon- 
tana when related to other areas in these United States and not a study 
of the carrier’s financial needs. We completely agree that a strong 
railroad system must be maintained and that traffic movement will 
have to pay the cost of such a system. We are willing to bear our 
fair share of that cost. 

The net result of an excessive level of freight rates is the same 
whether absorbed by the various levels of distribution or whether 
passed on to the consumer. More dollars are required for transpor- 
tation, unit cost of goods increase, fewer units are sold, fewer wants 
and needs are supplied with a given dollar income. It puts a penalty 
premium on Montana income simply because we live west or north 
of an arbitrary line established for rate purposes. 

We in Montana operate under an intrastate rate structure which is 
materially higher than our eastern and southern border States. The 
following schedule will illustrate that point. The schedule shows the 
class 100 rates including Ex parte 212 increases. 
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Base rates for the schedule are from 296 ICC No. 20416, Class 
Rates, Mountain Pacific Territory, and No. 30660, Class Rates, Trans- 
continental Rail 1950. 





Ratio of 
excess in 
Miles 28300 rates 30416 rates | Montana 
rates: 
(percent) 


#2 
oS 
s 


111. 23 
42 | 112. 69 
84 | 115. 72 
47 | 119, 32 
96 | 118. 87 
37 
79 | 117. 
20 
63 118. 6 
02 118. 

41 119. 4: 
.79 120. 37 
. 63 123. 06 
9.30 | 122. 36 





Ion h &wWWwWNNRK 





Since most of our goods originate more than 500 miles from the 
Montana destination, our consumers are paying transportation costs 
of from 17.70 to 23.06 percent greater than is true in the States which 
border us on the east and south. 

Attached exhibits show a comparison of our existing rate and the 
uniform rate which we feel is due us to Montana points from Salt 
Lake City, Los Angeles, and San Francisco. 

Farm tractors carry a classification of 9214 for less-than-carload 
lot shipment. Such a tractor billed from St. Paul, Minn., to Sheri- 
dan, Wyo., a distance of 889.8 miles, carries a rate of $4.46. The same 
tractor, billed from St. Paul to Chinook, Mont., a distance of 883.3 
miles, carries a rate of $4.77. 

A small farm tractor will weigh about 3,000 pounds and the heavy 
crawler type used in Montana agriculture will weigh up to 18,000 

ounds. For the same tractor shipped the same number of miles the 
Montana farmer must pay an added 31 cents per hundredweight to 
get delivery. 

On a shipment of hardware, NOIBN, iron and steel, class 70 ap- 
plies. Rates from St. Paul, Minn., are: 


Sheridan, Wyo. (889.8 miles) $3. 38 
Chinook, Mont. (883.3 miles) 3. 60 
Harlowton, Mont. (925 miles) 3. 65 


On the lesser mileage to Chinook we pay an added 22 cents per hun- 
dredweight. For the additional 35.2 miles to Harlowton we pay an 
added 27 cents per hundredweight. 

Expressed in pennies these sums are not impressive, but relate them 
to the total tonnage of production equipment alone on a Montana 
ranch. Automobile, pickups, trucks, tractors, combines, hay balers, 
grain drills, plows, cultivators, rod weeders, hay tools, spray equip- 
ment. All heavy goods and all coming to him at a premium freight 
cost. 

Since 1951 we have had rate increases totaling 35 percent. Each 
was a horizontal percentage increase. L'a parte 175 was 15 percent, 
Ex parte 196 was 6 percent, Hx parte 206 was 12 percent, and La 
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parte 212 is generally considered as 2 percent although it included 
greater increases also. The application of percentage increases to 
our base rate, which was already higher than the 28300 territory, only 
aggravated the inequality of our rates. 
Here are two examples: 
Class 100 rate 





Mont. Mont. 





rf Chicago to Helena, | Chicago to Libby, 
| 


j | 
28300 | 3066 28300 | 30660 
= 


1951 base rate__- 
Present rate.._- 
Increase shown. 
1951 differential. __ 


$4. 30 


Each percentage increase widens the gap between our rates and 
the uniform scale. Exhibits attached show the progression of the 
differential across the State on both the Great Northern and the 
Northern Pacific. 

Maintenance of a sound effective system of railroads is a national 
problem and a national responsibility. The Interstate Commerce 
Commission has both the privilege and responsibility to establish 
rates which will support that system after they have determined that 
the railroads are operating in a practical manner and effecting all 
reasonable economies in the ¢ operations. 

Having established the monetary need to maintain the system 
and proper service, it should also be the responsibilty of the ICC to 
equitably distribute those costs to all users of the service. Congress 
expressed this desire in the Transportation Act of 1940. 

As evidenced by the figures presented herein, Montana has borne 
more than an equitable share of those costs historically. We ask no 
preferential rates or privileges. We ask only that the increased level 
of rates arbitrarily established at our borders be removed and uniform 
class rates extended to include traffic moving into, out of, and within 
the State of Montana. 

(The exhibits attached to Mr. Blevins’ statement are the follow- 
ing :) 

{Rate Bulletin No. 58—R-3, June 10, 1958] 
TRANSPORTATION THIS MONTH 


Previous Rate Bulletins (Nos. 58-R-1 and 58-R-2) advised you of current 
comparison of rail and truck rates. We covered such points as Chicago, St. 
Paul, Minneapolis, Spokane, Seattle, and Portland to Montana cities. Some- 
thing new has been added to this one; here we give you a better idea of what 
we are working toward. If you have any question, write us. 
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From— 
Salt Lake City Los Angeles San Francisco 
Rail! | Rail? |Motor!) Rail! | Rail? |Motor!| Rail! | Rail? | Motor! 
$3.62 | $3.07 | $3.92 | $6.67] $5.44 $6.57 | $6.19 | $5.08 $6. 57 
4. 38 3. 69 (3) 7.40 6.00 | (3) 6. 86 5.58 | (3) 
5.79 4.81 (3) 8. 55 6.97 | (3) 8. 06 6. 55 (3) 
5. 50 4. 60 (3) 8. 29 6.75 | 9,41 7. 80 6. 32 9. 41 
4. 63 3. 90 5.39 | 7.54 6. 12 6. 57 7.13 5. 78 6. 57 
4, 20 3. 55 4.88 | 7,22 5, 84 7. 76 6. 67 5. 44 7. 76 
4. 55 3. 83 5.31 7. 46 6.06 | 7.76 7.05 5. 71 7.76 
3. 88 3. 27 4. 46 6. 97 5.64 | 7.01 6. 39 5. 22 7.01 
4. 63 3. 90 5. 39 7.54] 6.12 8. 06 7.05 5.71 8. 06 
4.88 4.18 () 7.80 | 6.32 (3) 7.05 5.71 () 
3. 54 3.01 3. 90 §.67 | 5.44 6. 57 6.09 5. 02 6. 57 
4.88 | 4.18 () 7. 80 6. 32 6. 57 7. 30 5. 92 6. 57 
4.79 4.04 5. 75 7. 63 6.48 | 7.01 7. 22 5. 84 7.01 
4. 46 3.77 (3) 7. 46 6.06} (3) 6. 97 5.64) (3) 
5. 69 4.73 6. 99 8.47 6. 89 9. 37 7.97 6. 48 9. 37 
5.02 4,18 (3) 7. 88 6. 41 (3) 7. 46 6. 06 (3) 
5.21) 4.39 6. 22 8. 06 6. 55 6. 57 6. 67 5. 44 6. 57 
4.38 | 3.69 5.08 | 7.40 6. 00 7. 76 6. 86 5. 50 7. 76 
4. 46 3.77 5. 31 7.46 | 6.06 6. 57 6. 97 5. 64 6. 57 
5.79 4.81 (3) 8.55 | 6.97 (8) 8. 06 6. 55 (3) 
4.7 3. 98 5. 64 7.54] 6.12 6. 57 7.13 5. 78 6. 57 
3. 62 3. 07 4, 27 6.77 5. 50 6. 57 6.19 5. 02 6. 57 
3. 27 2.7 3. 5 6. 39 5. 22 6. 57 5. 89 4. 88 6. 57 
3.79 3. 22 4. 39 6. 86 5.58 | 6.57 6. 39 5. 22 6. 57 
4. 38 3. 69 (3) 7.40 6.00 | 6.57 6. 86 5. 58 6. 57 
3. 62 3. 07 (3) 6.77 5.50 | 6.57 6.19 5. 08 6. 57 
5. 30 4. 46 (3) 7. 80 6.32 | (3) 6. 48 5. 29 (3) 
4. 46 3.7 (3) 7. 46 6. 06 (3) 5. 64 (8) 
5. 60 4.66) (8) 8. 38 6. 83 @) 6. 48 2) 
4.70 3. 98 | (3) 7.63 | 6.20 (3) 5. 84 (3) 
6.19 5.08 |} (3) 8. 88 7. 24 (3) 6. 83 (3) 
4.94} 4.18] 588] 7.80} 632] 828 6.00} 8.28 
4. 46 3.77} 5.19) 7.40) 6.00} 6.57] 5. 64 | 6. 57 
4. 28 3. 62 5. 08 7.30; 5.92) 8.18 5. 50 8.18 
4.55; 3.83) (3) 7.46] 6.06) (3) 5. 71 (3) 
4. 55 | 3. 83 (3) 7.46 | 6.06) (3) } 6.71 (3) 
5. 41 4. 53 6. 45 8. 22 6.68 | 8.28 | | 627} 8. 28 
5.41; 4.53 6.52] 8.22 6.68 |; 9.11] 6. 32 | 9. 11 
4. 2 3. 62 4.95 | 7. 30 5. 84 6. 57 5. 50 | 6. 57 
4. 20 3. 55 4.46] 7.22 5. 84 6.57 | 5. 37 6. 57 
4.79 | 4.04 6.26 | 7.63 | 6.20] 9.09 | 3.84] 9.09 
4.94 4.18 (3) 7. 80 | 6, 32 | 7. 83 6. 00 7.83 
4. 28 3.62] 5.31 7. 30 5.92 7.52 5. 50 | 7. 52 
4.79 4.04 5.64] 7.40] 6.00 6. 57 | 5. 84 6. 57 
3.88 | 3.27] 4.36 7.63 | 6.20 6. 57 | 5. 22 6.57 
5.50} 4.60) @) | 8.29] 6.75 @) | |} 6.41) (@) 
4.70) 3.98) 5.75 | 7.63) 6.20] 828] 7. 5.78 8. 28 
(3) (3) | ». 52 | (3) (3) 9.11 | 3) ( 9, 11 
4. 28 3. 62 3) | 7.30 5. 92 (3) 6.77 | 5.50 0) 
5. 30 4.46 6.05 | 8. 06 6. 5! 6. 57 6.77 5. 50 6. 57 
4.55 | 3. 83 19 | 7.46 6. 06 7.76 7.05 ». 71 7. 7é 
4.55 3. 83 39 7.46 6. 06 7. §2 7. 05 7 7. 52 
5.11 | 4.31 6. 22 7. 63 6. 20 (3) 6.19 5. 0 (3) 
4.04 3. 42 4. 60 7.13 78 7.69 6. 58 5 7.69 
5.11 1.31 6. 08 7.97 6.48 7. 83 7. 46 6.06 7.83 
5.11 4.31 6. 08 7.97 6.48 8.59 7.54 6. 12 8. 59 
3. 97 3. 36 4.46 7. 05 71 6. 57 } 5. 22 6. 57 
5. 41 41.53] | 8, 22 6. 68 (3) 7.71 27 (3) 
6. 39 5.22} (3) 9. 06 7. 40 (3) | 8.55 97 (3) 
6.00; 4.94] () 6.72 4: 7.33 ( } 8.22] 6.68 (8) 
Bank O27 4.39 6.97 | 5.64 6. 57 6.48 | 5.29 6. 57 
4.298] 3.62] (3) | 7.30] 5.92 (3) 6. 28 5.16} (3) 
6.00} 4.94] (@) | 872 teil (3) 8.22} 6.68] (@) 
4.28 | 3.62); 5.08 7. 30 5.92 6. 57 6.48 | 29 | 6. 57 
5.60 | 4.66) () 8. 38 6. 83 (3) 7.97 6. 48 (3) 
4.63 3. 90 5.52 7. 54 6.12 8.06 7.13 5.78 8.06 
6.00 4.94) (3) 8.72 7.11 (3) 8. 22 6.68 | (3) 
5.89} 4.88] (3) 8. 55 6.97 (3) 8.13 6. 61 (3) 
6.39 5.22 | (3) 9. 06 7.40 (3) | 8.55 6. 97 (8) 
4. 20 3.55 | 4.95 7.22 5. 84 6. 57 6. 28 5. 16 j 
4.63 | 3. §.31 | 7.54 6.12 7. 76 7.05 
4.88 4, (3) 7. 80 6. 32 6.57 | 7.30 , 
4.298} 3.62] 5.31] 7.30] 5.92| 7.76] 6.77] 7.76 
5.41 4.53 | (3) 8. 22 | 6. 68 8. 28 408 8. 28 
6.19 5.08; (@) | 8.88 7. 24 (3) 8.38 | | ©& 
4.70 | 3.98 | 5.52) 7.54 6.12 6.57 | 7.13 | 7 6. 57 
3.88 | 3.27 4. 36 6. 97 5.64 | 6.99} 6.39 5.22} 6.99 
5. 60 ! 4.66 ! 6. 99 8.38 | 6. 83 9.11 | 7.97 | 6.48 | 9. 11 


See footnotes at end of table. 
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Salt Lake City | Los Angeles San Francisco 


























x bea. Nett. 
Rail! | Rail? |Motor!) Rail! | Rail? |Motor 1) Rail! | Rail? |Motor! 
| | 
To— | | | 
I iat ale dee kd | $5.30} $4.46) (3) $8.06 | $6.55 | $6.57 $6.77 $5. 50 $6. 57 
NE SSciccachitunideided 4.11 | 3.49] $4. 98 ’ BB Atos 6. 28 5. 16 () 
Sweetgrass.............. 4.79 4. 04 Ce SS Soe ae 7.30} 5.92 7.38 
Tery 5... 5.30 | 4.46 6. 29 8.13 | 6.61 8. 69 7.63 | 6.20 8. 69 
Thompson Falls. ......- 4.55] 3.83| (3) | 7.461 6.06| (3) 6.09} 5.02] @) 
Three Forks-...-- 3.88] 3.27| 4.36] 697] 5.64| 6.83] 6.39] 5.22 6. 83 
Toole. 4.38 | 3.69 (3) | 7.40 6. 00 (3) | 6.09) 5.02 (*) 
Townsend _. | 3.97 3. 36 4.60 | 7.05 5.71 6.83 | 6.48; 5.29 6. 83 
Trout Creek-- 4. 55 3. 83 a ee 6.06; (@) 6.09 | 5.02 (3) 
Pree... . See. 423 6. 22 7.63 6.20 | (3) 6.19} 5.08 (3) 
TU ...-< 5.50 | 4.60 (3) 8. 29 6.75} (@) | 7.88] 6.41 (*) 
Twin Bridges__. } 3.88 3. 27 (3) | 6.97 5.64) 6.99) 6.39 5. 2 6. 99 
West Yellowstone.....-| 3.12 2. 65 3.63 | 6.28 ». 16 7.08 5. 69 4.73 | 7.08 
Whitefish__. | 6.21 4.39 6. 22 8. 06 6.55 | 6.57] 6.67 5. 44 6. 57 
Whitehall__-.- | 3.70 3.15} 4.36] 6.77 50 | 86.83 6. 28 5.16 6. 83 
White Sulphur Springs 4.11 3.49 5. 31 7.13 5.78 7.52 | 6.67 5. 44 7. 52 
Wibaux... | 5.50 4. 60 (3 6.75 3) | 7.88] 6.41 (3) 
Wilsall___. } 4.11 3. 49 | 4.85 | 5. 84 7. 76 6.67 | 5.44 7. 76 
Winifred__.- 4.70 3. 98 @) | 6.20; (@) 7.22 | 5.84 (3) 
Winnett - . --- } 4.79] 4.04 fy. ts 6.27} @) | 7.22) 58} ©@ 
Wolf Creek. | 404] 3.42] @) | 5.71| 6.57| 6.58] 5.37 6. 57 
Wolf Point__-.-- | 5.50 4. 60 3) | 6.75 | (3) 7. 88 6. 41 1) 
' 





1 Rates in this column are the present ‘‘100’’ rates applicable today—they reflect the rails 2 to 3 percent 
increase effective Feb. 15, 1958, and 6 to 7 percent motor increase effective May 5, 1958. (The motor increase 
was originally scheduled to become effective October 1957. Through our Intermountain Transportation 
Council we opposed these increases. The organized opposition was helpful in our getting the 7-month 
postponement.) 

2 These are uniform rates that we have every reason to believe should be applicable in Montana. Your 
membership contribution is needed today to assure the continuance of our program. 

3 Not listed in tariff. These cities in many instances take rates applicable to another “beyond” city 
because of its intermediate location. 


NotTE.—Above rates are subject to 3 percent Federal transportation tax. 


(The remaining charts are on file with the committee.) 

Mr. Bievrns. I was very pleased to hear Senator Magnuson state 
that we were also paying 66 percent over cost for the movement of 
farm implements. 

Senator Smaruers. Thank you very much. 

Senator Magnuson. That isa good statement. 

Senator Smaruers. That is a very good statement, yes. 

Our next witness is Mr. G. L. Swenson, the general traffic manager 
of the Farmers Union Central Exchange, Inc., St. Paul, Minn. 


STATEMENT OF G. L. SWENSON, GENERAL TRAFFIC MANAGER, 
FARMERS UNION CENTRAL EXCHANGE, INC. 


Mr. Swenson. I have a short statement which I will read. 

My name is G. L. Swenson and I am the general traffic manager of 
the Farmers Union Central Exchange in St. Paul, Minn. I have held 
that position since 1942. 

The Farmers Union Central Exchange is a farmers cooperative 
wholesale supply company, more than 60 percent of whose business 
consists of the refining and distributing of petroleum products. 

‘armers Union owns and operates a ‘refinery y at Laurel, Mont., which 
requires the use of crude oil produced in Wyoming and southern 
Montana, and which produces large quantities of industrial fuel oils, 
road oils, and asphalt. 
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In the marketing of these products, Farmers Union is limited to the 
large industrial centers in the East, as will now be explained. 

The State of Montana ranks 42d among the 48 States from the 
standpoint of population, having 591,024 inhabitants or an average of 
5.6 persons per square mile. Thirty-six and three-quarters percent 
of the land in Montana is under Federal ownership and the balance is 
largely devoted to farming or grazing. Because of these factors, no 
substantial outlet for these petroleum products exists in Montana. 

Furthermore, the demand in the industrial areas west of the Rocky 
Mountains is met by production from California moving via low-cost 
water transportation. 

Farmers Union is also faced with competition in eastern markets 
from refineries located in areas closer to those markets. In meeting 
this competition in eastern markets, which as stated is the only feasible 
marketing outlet for these products, it is vital that producers such as 
Farmers Union have rail freight rates which have been made with 
regard for other freight rates applying from competing refineries to 
these eastern markets. The rates from these competing origins are in 
turn depressed because of the influence of pipeline and water competi- 
tion from the Southwest. 

Realizing the competitive need for lower rates on industrial fuel 
oils and asphalt from Montana points to eastern markets, the railroads 
serving Montana have voluntarily established several downward 
adjustments in rates over the years. These rates have been commodity 
rates which have tended to minimize the extent to which Montana pro- 
ducers have had to absorb an adverse freight rate differential resulting 
from the geographical advantages of competing eastern refineries. 

To demonstrate the fact that Montana railroads have made these 
rate adjustments to meet market competition, it would be appropriate 
to set out 2 or 3 examples. 

In Docket 28106, Petroleum Rails Shippers’ Assn. v. Alton & 8. R. 
(1941) (243 I. C. C. 589), the Commission prescribed a reduced 
basis of rates on refined petroleum products from southwestern pro- 
ducing points to destinations in Western Trunk Line Territory. Sub- 
sequently, in order to relate the rates on low-grade petroleum prod- 
ucts to the rates on refined products prescribed in Docket 28106, the 
Commission, in Docket 28760, Midland Cooperative Wholesale v. 
Abilene & S. Ry. Co. (1944) (258 I. C. C. 75), prescribed a reduced 
basis of rates on the low-grade products. 

Following these dockets, on May 6, 1946, because market competi- 
tion had been disturbed by the lower rates prescribed, the carriers 
serving Minnesota, North Dakota, and South Dakota voluntarily 
reduced rates on refined and low-grade petroleum products which 
tended to restore the competitive relationships which existed before 
the decisions in the dockets previously referred to. 

Just prior to 1952, in order that refineries at Billings and Laurel 
could improve their competitive position at such points as the Twin 
Cities and the Head-of-the-Lakes, in connection with the marketing 
of residual fuel oil and asphalt, the carriers established reduced rates 
from Billings and Laurel to the Twin Cities and to Duluth and Supe- 
rior on the same basis as rates from Casper, Wyo. This adjustment 
required fourth-section relief which was granted in Petroleum Prod- 
ucts from Montana and Wyoming ( (1952) 284 I. C. C. 451). 





MONTANA FREIGHT RATES 103 


In the meantime, while the adjustment covered by the above fourth- 
section application was pending, there was a voluntary downward 
readjustment of rates on low-grade petroleum products from the 
Southwest, effective August 31, 1949, to reflect 80 percent of rates on 
refined petroleum products. When these reductions were made, Mon- 
tana railroads again reduced rates on low-grade products from Mon- 
tana to competitive destinations, including the Twin Cities and Head- 
of-the-Lakes, and was made effective August 1, 1950. 

In 1954, one of the Montana refineries was ‘having difficulty in dis- 
posing of its production of petroleum residual fuel oil; and unless 
additional outlets could be secured to permit the movements under 
competitive rates, the refinery would be confronted with the possi- 
bility, at least temporarily, of closing down for lack of storage space. 
A possible outlet in northern Wisconsin and Michigan, w here indus- 
tries were converting from coal to fuel oil, arose. The Montana rail 
lines agreed to publish reduced rates on residual fuel oil from Billings, 
East Billings, and Laurel, Mont., to this territory, effective May 20, 
1955. 

This short history reveals the significant fact that the petroleum 
refiners in Montana and the railroads serving them have to a great 
extent mutual interests. The Montana railroads have realized that 
the continuation of the refining industry in this Western State is to 
their interest. These reduced rates are far below reasonable maximum 
levels. 

Some success has been achieved, but by no means can it be said that 
the present level of rates on petroleum residual products is final in a 
satisfactory level of rates. At the present time there are two rate 
proposals before the ratemaking sections of the Southwestern Lines 
and Western Trunk Line Railroads to make drastic reductions in rates 
on these residual petroleum products into the area of Minnesota, Wis- 
consin, Iowa, Illinois, and Nebraska. Should such proposed reduced 
rates become effective from the so-called midcontinent area, the refiners 
in Montana would be compelled to appeal to the Montana railroads to 
adjust their rates downward if the Montana refiners are to remain 
competitive in marketing the refinery byproducts in the Middle West 
territory. The solution which Farmers’ Union has attempted to reach 
is to impress upon railroad management the necessity for not pricing 
Montana products out of the market through excessive freight rates. 
The freight-rate structure in the light of changing marketing condi- 
tions can never remain fixed and permanent, but must be flexible to 
meet the needs of commerce. 

In examining a segment of the rail freight-rate structure applying 
from or to an area the size of Montana to determine whether the rates 
need adjustment in order to bring about the maximum benefit and 
development to that area, consideration must be given to whether or 
not such an adjustment will have an adverse effect on other products, 
and in particular the bulk products which form the foundation for a 
vigorous and healthy Montana economy. 

We are not unmindful that consideration must also be given to 
minimum railroad revenue needs sufficient to insure that the Mon- 
tana railroads maintain an efficient, dependable rail service to the 
State of Montana. Producers of agricultural and other products are 
today just as far from distant consuming markets as they were when 
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the railroads opened up that vast territory, and we believe that a 
financially sound and efficient rail-transportation system is of para- 
mount importance to the welfare of producers of products in Montana, 
including those in agricultural pursuits. 

Downward adjustments on rail rates applicable to traffic which is 
not nae to the stresses and strains of market competition to the 
extent that other, and perhaps more important, Montana commodities 
are subjected may result in the necessity for upward adjustments else- 
where to the overall economic detriment of Montana. 

Farmers’ Union Central Exchange, Inc., has prepared and sub- 
mitted this statement for the purpose of being helpful to those con- 
ducting the hearing and investigation. 

Senator Smaruers. Thank you very much, Mr. Swenson. That is 
« good statement. 

Mr. Swenson. Any questions? 

Senator Smatuers. No questions. 

Our next witness is Mr. C. A. Nelson, traffic manager of the Temple- 
ton Lumber Co., Portland, Oreg. Is Mr. Nelson here? Does anyone 
know the whereabouts of Mr. Nelson ? 

A Vorce. He will not be here today. 

Senator Smatuers. We have a short statement from him which we 
will place in the record at this point. I was just hoping he would be 
here, so that I might have him on record. 

(The statement submitted by Mr. Nelson follows:) 


STATEMENT or C. A. NELSON, TRAFFIC MANAGER, HERBERT A. TEMPLETON LUMBER 
Co., PoRTLAND, OREG., EXCLUSIVE SALES AGENTS FOR YELLOWSTONE PINE MILLS, 
BELGRADE, MONT. 


My understanding is that the purpose of this investigation is to determine the 
need for freight-rate adjustment in the State of Montana. Insofar as the lumber 
rates are concerned, we have long adhered to the principle that freight rates 
should be negotiated between the shippers and the carriers with which they deal. 
We have recently secured the benefit of adjusted freight rates. The freight-rate 
structure is in such a fine balance that we think much harm could be done by 
political ratemaking, and hence we urge that the investigation be discontinued 
and the shippers allowed to work out such adjustments as may be needed with 
the carriers or through the good offices of the Interstate Commerce Commission 
whose duty it is to regulate the freight-rate structure of common carriers by 
railroads. 

Senator Smatruers. We move now to Mr. Ralph Cook and Mr. Pat 
Gilfeather, of the Montana Farmers Union. They each agreed to 


take 5 minutes, but we will not limit them too rigidly. 


STATEMENT OF RALPH COOK OF MONTANA FARMERS UNION, 
GREAT FALLS, MONT. 


Mr. Coox. Mr. Chairman, Senators and gentlemen, at the outset 
I want to let you know that I am not a freight-rate expert, but I do 
want to concur in the statement of the manager of the Citizens Freight 
Rate Association, Mr. Johnson, and also in the statement made by 
Mr. Blevins, concerning the rate situation in Montana. 

I could if time permitted give you a lot of figures showing the con- 
dition of agriculture in this country, but I would like to make this 
as short as I can, so I will summarize. 

Our operating expenses on farms have been increasing steadily since 
1950. Agriculture is in a different situation than most other classes 
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of our society and industries inasmuch as in this State we have to ship 
the most of our products out of the State, and we have to ship into 
the State practically all of the things that we use, so we are caught on 
this high freight rate level from both ends, and the farmer has no way 
of passing this freight expense on to the customer. 

i Mr. Blevins said in his statement here a moment ago when he 
was citing the price of tractors, that is the position we are in. Conse- 
quently, we are very, very conscious of any rise whatever in the expense 
of running our business. 

We have been studying the expenses of farmers and we have been 
studying the income of railroads, and as was brought out here today 
in a previous statement, it seems as though the railroads are doing 

retty well, and I can assure you that thousands of farmers in this 

tate can’t report such a favorable net income experience in 1957 
as the railroads have. 

How much time do I have? 

Senator Smaruers. Well, you are doing fine. Go right ahead if you 
have anything that you would like to add. 

Mr. Coox. I am very conscious of the time limit. However, at our 
last State convention we passed a resolution concerning freight rates, 
and I will conclude my testimony with the resolution, which is as 
follows: 

As we in Montana are victims of discriminatory freight rates, be it resolved 
that our railroad and public service commission and our Government take the 
proper action on rail rates so that we can enjoy rail rates that will no longer be 
one of the highest rates in the United States. 

We wish to acknowledge the excellent work done by the Montana Citizens 
Freight Rate Association, and urge its continued effort along these lines. 

Senator Smaruers. You have done fine. 

Senator Scnorrren. If I understand you correctly you said that you 
checked the railroads in this area on their income and found that they 
were doing very well. I believe that they testified that they are en- 
joying a return of 2.5, or under 3 percent. Now, if that is actually 
what their returns are, do you really think that is sufficient to maintain 
these railroads that are serving this State and permit them to meet the 
increased costs of all of those things? 

Mr. Coox. Well, as I told you in the beginning, Senator Schoeppel, 
I am not a rate expert, but a news dispatch from St. Paul, Minn., 
shows that the income of the N. P. in 1957 was $21,126,000, the highest 
since 1943; for the Milwaukee Railroad it was $7,351,328, for a gain 
of $379,895 over the 1956 operating year. Now I don’t know anything 
about the percentage, but I do know that the railroads, according to 
these records and dispatches, have made more money than in previous 
years, 

Senator Scnorrren. Well, what I am getting at, we want to be a 
responsible committee and check the record made by the Interstate 
Commerce Commission, and when their reports show incomes of 
these railroads such as this committee has been listening to for months, 
I fee] rather definitely that that kind of income will not permit these 
railroads to maintain their plants to serve this territory. They have 
served their areas very well, not only in the West, but also in my State, 
and in the development of my State. 

Mr. Coox. Mr. Chairman, may I ask a question ? 
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Senator Smatuers. Yes. 

Mr. Coox. On this question of the percentage that the railroads 
earned, is that applied to the entire system or just to the State of 
Montana? 

Senator Smatuers. Well, the information we received was that the 
return of 2.42 percent that Mr. Walsh talked about was to the entire 
system. 

Mr. Coox. Yes; and I think that someone testified here in con- 
nection with a couple of the railroads that some 30 or more percent 
of that was from the State of Montana. 

Senator Smatuers. Mr. Johnson testified to that. 

Senator Magnuson. Well, Mr. Cook, I don’t think that you or the 
members of the Farmers Union or any of the witnesses testifying here 
on this matter, regardless of divergent viewpoints, would advocate for 
1 minute that the railroads shouldn’t make a good and reasonable 
profit ? 

Mr. Coox. That is right. 

Senator Magnuson. But I conceive that what you are trying to say 
is that we are not talking about cutting down the income of the rail- 
roads, we are talking about just the inequality of rates? 

Mr. Cogk. That’s right. 

Senator Macnuson. You can arrive at the same income or even more 
income. These people are talking, as I gather, about the inequality 
of rates. 

Mr. Coox. That’s right. We feel that we have been discriminated 
against. 

Senator Maenuson. I don’t know; maybe the ICC should up some 
of the rates and lower some others. Surely we in the West shouldn’t 
be left in the position where we have an interim basis of rates when 
the rest of the country is on a permanent rate basis. Now, suppose 
we decided that the interim basis was good, the least we could do 
would be to make that permanent. We are going along out here with 
an interim basis, and I think that is the point that some of the witnesses 
are trying to make. 

Mr. Coox. That’s right. 

Senator Maenuson. I don’t think anyone is trying to cut down what 
the railroads are going to make. I think the rest of us would be very 
happy if they would make more. I think the whole question is this, 
Are the rates fair to one person and not fair to another, and I think 
that on commodities you have to negotiate, but I don’t see why the 
class rates necessarily have to affect commodity rates. They might 
and they might not, and I think that what the farmers are concerned 
with here—I know they are in eastern Washington—is the question, 
“are we as farmers paying too much and somebody else paying too 
little to move commodities on long hauls to market?” That is the 
only purpose of this. It has no other significance. I think this com- 
mittee is probably as sympathetic to the railroads as any committee 
that has been in existence for a long time. 

Mr. Coon. We also like to see the farmer make money. 

Senator Smaruers. All right. Thank you very much, Mr. Cook. 

Our next witness is Mr. Pat Gilfeather. 
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STATEMENT OF PAT GILFEATHER OF THE MONTANA FARMERS 
UNION, GREAT FALLS, MONT. 


Mr. GitreatHer. Mr. Chairman, Senators, and gentlemen, we are 
in favor of uniform per-ton-mile class rates. We are also in favor of 
eliminating percentage raises if some unit basis can be worked out so 
that we don’t get a differential by a mere stroke of the pen, as we have 
to pay freight both into and out of the State. 

We also feel about competitive rates that if the railroads want to 
go out and try to get some business, when they are figuring our rates 
for our area we should not have to compete. 

Farming is Montana’s biggest industry, so the farmer’s welfare 
affects the entire State ec onomy. The farmer cannot pass the freight 
charges on to the consumer, but must absorb them. 

As far as legislation is concerned, we feel very definitely that there 
should be some legislation to require a breakdown of railroad costs 
and revenues in section 13 cases, so that we have some way of knowing 
what their revenues are and what their costs are, and so will be able 
to determine when we are being discriminated against. 

We would also favor the outlawing of the King case. 

Other than that, we don’t want the fourth section meddled with too 
much. We do not want to lose all regulation on the long- and short- 
haul provisions. And that is all I can state to the Commission. 

Senator Smaruers. Thank you very much, Mr. Gilfeather. You 
have made good use of your 4 minutes. 

Mr. L. H. Larison, president of Columbia Paint Co., is our next 
witness. 


STATEMENT OF L. H. LARISON, PRESIDENT OF COLUMBIA PAINT 
CO., HELENA, MONT. 


Mr. Lartson. I will read my statement. 

My name is L. H. Larison. I live in Helena, Mont., and I am presi- 
dent of Columbia Paint Co., of Helena, and treasurer of American 
Chemet Corp., of East Helena, Mont. I am on the board of directors 
of both companies and general manager of Columbia Paint Co. 

America Chemet Corp. commenced business in 1946 with the pur- 
pose of producing and marketing a byproduct from the American 
Smelting & Refining Co. and the Anaconda Co, plants at East Helena 
as a leaded zine product for use in the paint and ceramic industry. 

Satisfactory commodity rates on this leaded zinc product were nego- 
tit ted directly with the rail carriers, enabling us to sell this product in 
all areas of the United States with the exception of the extreme 
northeastern United States. In the first 2 years of our operation we 
shipped to New Zealand, Australia, South Africa, Sweden, and 
Germany. 

This year American Chemet has shipped to customers in California, 
Washington, Oregon, Utah, Colorado, Kansas, Missouri, Iowa, Ten- 
nessee, Alabama, Mississippi, North Carolina, Pennsylvania. Ken- 
tucky, Ohio, Illinois, Indiana, Wisconsin, and Minnesota. 

In 1947 the same group formed Columbia Paint Co., with the pur- 
pose of manufacturing paint in Helena and selling paint in Montana 
and other Northwest States. 
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We faced certain disadvantages because of the remoteness of supply 
of certain paint raw materials. However, by purchasing these in car- 
load quantities we were able to partially offset this disadvantage be- 
cause we could deliver finished paint to customers in this area at a 
lower freight cost than paint manufacturers in such manufacturing 
centers as Cleveland, Chicago, Minneapolis, and St. Paul. This 
freight advantage was one of our primary considerations in starting 
a paint factory in Helena, and without this advantage it is doubtful 
whether it would have been economically sound to have a factory 
located here. 

Columbia Paint in 1947 employed 3 men. Today we have 23 em- 
ployees, and we have just completed an expansion program which 
involves construction of a new warehouse and the addition of 1 
more paint mill, also 2 more permanent employees, I might add. 

Within the last 30 days an eastern paint manufacturer, with wide 
distribution in this area, has asked us to consider manufacturing 
paint for him to supply his customers in this area. His primary 
reason for making this request is to reduce his freight cost on finished 
paint. If this contract is consummated, it will be necessary for Col- 
umbia Paint Co. to hire at least two additional full-time employees, 
build an addition to the present factory, and install one more paint 
mill. 

We consider the present freight-rate structure on finished paint 
being shipped into this area to serve somewhat as a protective margin 
for Columbia Paint Co., which offsets to some degree the disadvan- 
tages of a location remote from mass markets. 

Despite some of these market disadvantages we still are able to 
offer our customers a first-quality paint at a price uniformly lower 
than competitive products of the same quality. 

Columbia Paint Co. itself is one customer of American Chemet. In 
1954 American Chemet Corp. began mining tale in the Dillon-Alder 
area in southwestern Montana, with the purpose of producing an 
additional paint raw material for supplying Columbia Paint Co. and 
for sale to other manufacturers in the Northwest. Before commenc- 
ing this operation, commodity rates were established by direct nego- 
tiations with the carriers. We fully realized that we could serve only 
a limited area because of sources of tale in the eastern United States 
and California. However, our freight advantage in this Northwest 
area has been sufficient to justify this new business venture. 

One instance will serve to show how an extremely low rate on an 
inbound competitive product can eliminate a small business from a 
special market. A few years ago Columbia Paint Co. had an oppor- 
tunity to manufacture a weed-treating product to be delivered in tank- 
car lots not far from the plant. However, we found that a national 
manufacturer, located 18 times as far from the customer as Columbia 
Paint, was able to deliver this product cheaper than we could lay it 
down at our own factory door. Consequently, we lost this business 
due to the low inbound freight rate. 

In our communities and our State we feel we are important, even 
though we are small. Between the two operations we have approxi- 
mately 40 year-round employees. This represents a tenfold increase 
in employees and a far greater percentage increase in payroll in 11 
years. Not only our plant and our corporate income pay taxes, but 
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our employees pay taxes on their incomes and on their property in 
Helena and East Helena. 

In 1957 payments to individuals and concerns within the State of 
Montana by the two companies amounted to more than $600,000. This 
figure included raw m material purchases within the State, freight, sala- 
ries and wages, taxes, various operating expenses, machinery repairs, 
and renewals, and new construction. 

We are now using three Montana products—tale, linseed oil, and 
leaded-zine product, in our paint manefacture. It is obvious that 
any group in deciding where to locate a business considers the prox- 
imity of their raw m: terial sources a the sales market, both from a 
standpoint of transportation costs involved. American Chemet and 
Columbia Paint Cos. considered these factors when starting business 
and any radical changes in these costs would tend to be disadvanta- 
geous to our entire operation. 

Every phase of our business is concerned with transportation and 
its cost. We want to continue to have ready access to the carriers 
in order to keep our rate schedules favorable to our business and to 
make new rates when we need them, just as we have done in the past. 
Disruption of delicate relationships within the basic structures, as I 
have pointed out, could be detrimental. When we need changes, as 
we do many times, we feel we have adequate means to negotiate these 
changes, and urge the subcommittee respectfully to recognize these 
needs. This is more important than either general investigation or 
new legislation could be to our industry. 

I might add that I don’t represent any other company or interest, 
and all these thoughts are my thoughts and those of American C hemet 
Association and Columbia Paint Co. As far as we are concerned, 
what I have suggested is more important than any new legislation or 
any investigation of freight rates. 

I might add that there is a third product that we are considering 
that we can sell to the Northwest and also to Columbia Paint Co. At 
present we are getting our raw material from Florida, and paying 
the freight on that, but we can get that same raw material in Mon- 
tana, and we feel confident that we can approach the railroads and 
get a rate and lower the cost to our own paint factory. 

Senator Smatuers. Any questions? 

(No response. ) 

Senator Smatuers. Mr. Larison, I would like to say this. It points 
up how complex this whole problem of freight rates is. I think it 
points out the viewpoint of the man who manufactures and sells in 
one locality as distinguished from the viewpoint of the man who de- 
pends on the sale of his goods in some remote locality. I am certain 
that you realize that the high freight rates benefit you in some ways, 
because they keep competitors out, but the farmers who can’t buy 
your paint may feel discriminated against. 

Mr. Larison. That’s correct. 

Senator Smatuers. So, while your own particular problem with 
respect to freight rates is one thing, indirectly you have a great con- 
cern in whether or not the normal consumer of your paint can buy 
your paint? 

Mr. Larison. That’s right. 
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Senator, I would like to mention one thing. I agree that some of 
the class rates are excessive in Montana. If there is any change in a 
class rate which will affect me I would also like to see a proportionate 
change in the commodity rate on the product that I ship. Through 
all of these last rate decreases that took place I figure that a competi- 
tor 1,500 miles away from me can ship paint into Helena 3 cents a 
gallon cheaper than he could under the old rate. Well, my cost wasn’t 
reduced 3 cents but it was for my competitor, so if there is going 
to be a change in the class rate I want to see a proportional change in 
the commodity rate. 

Senator Magnuson. It is a matter of: whether the shoe fits; is that 
it ? 

Mr. Larison. Yes. 

Senator Smatuers. Thank you, Mr. Larison. 

Our next witness is Mr. Leo Gallagher, owner, Elliston Lime Co., 
Elliston, Mont. 


STATEMENT OF LEO GALLAGHER, OWNER, ELLISTON LIME CO., 
ELLISTON, MONT. 


Mr. GauuaGuer. My name is Leo Gallagher. I am the manager of 
the Elliston Lime Co., which has a plant located 20 miles west of 
Helena. 

In order to make this just as brief as possible, I would like to remark 
that I read with interest the booklet Blueprint for Survival, recently 
distributed by the American Association of American Railroads, and 
some parts of the findings and recommendations I found commend- 
able. In some of the others, however, particularly part 3, relative to 
adjustment of intrastate rates and fares, I do not agree with the 
recommendations. I would like to quote from that. It says: 

Similarly it would be provided that when railroads are before the ICC in 
connection with general adjustments in interstate rates they may seek author- 
ity in the same proceeding to make comparable adjustments in the intrastate 
rates, and the Commission shall grant like authority for intrastate rate adjust- 
ments if it finds them justified. 

Here in Montana a number of hearings have been held by the Mon- 
tana Railroad Commission, followed by others by the Interstate 
Commerce Commission, under section 13. I have attended most of 
these hearings since the /'w parte 175 hearing. A study of each hear- 
ing would show your committee that the recommendation would cause 
more trouble than it would solve, particularly for our small business. 
Realizing that it is a broad generalization, I would like to point out 
that such a recommendation would ruin our typically small business. 

Lime is a low-cost, bulky commodity which moves principally by rail 
throughout the United States. Freight charges constitute a substan- 
tial part of the f. 0. b. destination price of the material. In many 
instances it could be as much as 50 percent of the total cost to the 
consumer. For this reason any increase whatsoever in the cost of 
moving our lime or in the cost of transporting the lime affects us very 
materially. 

Within Montana our lime rates are based on a scale which was set 
back in the early 1920’s. Our competitors, on the other hand, who did 
operate on a slightly lower scale in 1923, by reason of a number of 
adjustments are now on a scale which is much lower than ours. I 
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believe that we have been able to show to the satisfaction of the Mon- 
tana Railroad Commission that a discriminatory rate structure exists 
as regards our commodity. This is one of the reasons why the Mon- 
tana Railroad Commission denied the Zz parte 196, 206, and 212 
increases. The imposition of 28- to 30-percent increase in lime rates 
could knock us out of many of the markets that we now have. The 
only exceptions that I can think of are those recently approved reduc- 
tions to points which the carriers agreed to within Montana. 

I would like to point out that I ‘think our problem, w hile it may be 
unusual, is typical of small businesses within the State. While there 
is machinery set up for adjustment of freight rates between the ship- 
pers and the carriers, in many cases the shipper is not big enough, he 
has not time enough to negotiate such decreases, or in case of competi- 
tors’ products he can’t go ahead and process a suspension order because 
he doesn’t have the means or the legal talent sufficient for that. 

Within the past week the interstate rates which have been bothering 
our producers in the Northwest for years have been given a general 
reduction of somewhere between $1.80 and $1.90 a ton, or a decrease of 
11 percent. This will effectively push our company out of many of 
the potential markets which I had hoped to sell through rates approved 
for us in May. 

Senator Scnorerret. Mr. Gallagher, I would like to ask you there, do 
you mean that that would push you out of the market beyond the 
borders of your State here ? 

Mr. Gatiacuer. Yes. It is in the Northwest Territory here, and 
some of it is within the State and some of it is west of here, in Oregon 
and Idaho. This will effectively push our company out of many of the 
potential markets to which I had hopes of selling through rates that 
were approved in May through the North Pac ific Freight Bureau. 
Those rates would reduce our f. 0. b. price to such an extent that I 
thought that I could sell them. Now that our Missouri, Oklahoma, 
and Kansas competition has received a reduction of just what our 
reduction is we will lose that market again before we even get it. 

If the figures read this morning by Senator Magnuson are correct, 
that lime is paying 6 percent above cost, then a reduction of 11 percent 
will put this tre aflic on the basis of traffic which returns less than cost. 

I will have to admit that lack of communication between the car- 
riers and small business in an effort to obtain equitable rates to most 
parts of the State may be part of our trouble. Now, after all the 
years of endeavor, I think that we are beginning to find a way to 
communicate with the railroads, but until such time as we can get 
adjustments any increase in our cost of doing business, such as in- 
creased freight rates, will be detrimental to us. 

Senator Maagnuson. Well, Mr. Gallagher, I don’t want to be inter- 
preted as saying whether the 106 percent of the cost for lime was a 
right or wrong figure. Idon’t know. It may bea perfectly good figure 
for the lime producers and for the railroads. I was merely pointing 
out that we have had that testimony, and if it needs to be corrected it 
should be corrected, but it is the dispartity between hauling some 
commodities below cost and h: a other commodities above cost of 
which I am speaking, in many cases. Now, maybe 106 percent over 
cost might be a very vesneuiihe rate for lime; maybe it is a good 
rate, I don’t know. 
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Mr. Gatiacuer. Well, if that is the average throughout the United 
States 

Senator Macnuson. That is the average, yes. 

Mr. Gatiacuer. Then our particular return must run considerably 
more than 6 percent above cost, because our scale is in many cases 
twice as high as some other scales. 

Senator Smatruers. That is for shippers outside of the State of 
Montana? 

Mr. Gatiacuer. Yes. I mean within their own areas and within 
similar areas. 

Senator Smaruers. You said you objected to the recommendation 
which the subcommittee and now the full committee of the Senate has 
made with respect to the point where, if the Interstate Commerce Com- 
mission changes a rate, then that rate can be put into effect intrastate 
without waiting for the approval of the regulatory agencies? 

Mr. Gauuacuer. That’s right. 

Senator Smatuers. Now, would you in fact not be better off in 
Kansas and Oklahoma and the areas you have already mentioned 
where they have a lower rate for the purpose of transporting lime, 
while you here in Montana have a higher rate ? 

Mr. Gatiacuer. That’s right. 

Senator Smatuers. Now the whole purpose of that provision is to 
say that if they have set a rate for one area, like in the midcontinent 
area, then they don’t have to wait on these people, they can go ahead 
and give you that rate as well. In other words, it works down as well 
as up, it works out so it would be to your advantage under those cir- 
cumstances ? 

Mr. Gauiacuer. Yes, if we could have all of the commodity to move 
under a certain scale. 

Senator Smatuers. That’s right. 

Mr. Gatiacuer. We will say that this area of the United States 
has a 100 scale. 

Senator Smaruers. That’s right. 

Mr. Ga.iacuer. And in some other area maybe we have to have 
a certain addition to that. 


Senator Smaruers. Yes. 
Mr. GauiacHer. But everywhere in the Mountain-Pacific area the 


rate should be equal for the same commodity for the same distance. 

Senator Smatuers. That’s right. 

Mr. Gauiacuer. Or with certain additions for unusual conditions. 

Senator Smatruers. Yes. 

Mr. Gatiacuer. But to have one scale of rates in one area and an- 
other scale of rates in another area, and then to automatically increase 
them so that a 5 percent increase per hundred miles would mean twice 
as much here in Montana as it would in Colorado or in Kansas or some 
other remote State, my contention is that the commodity rate should 
be reduced or increased so that everybody paid even, and then if you 
are going to have to have a particular increase it might be justified 
then, but under the present conditions they are not justified. 

Senator Smatuers. All right, sir. 

Senator Maenuson. Of course the subcommittee, Mr. Gallagher, 
is faced with a problem that none of us can help, that, geographically, 
States have different sizes, and it would be pretty hard to have a sep- 
arate rate in Rhode Island and another one in Massachusetts. 
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Mr. GALLAGHER. Well, these across-the-board increases are approved 
in Washington, where they can’t know what is going on in Montana. 

Senator Macnuson. Yes, and I would like to state that the larger 
the States geographically, the more local conditions would have to do 
with the so-called intrastate rates, where, in some States you could put 
four countries in the State. 

Senator Smaruers. All right, sir. Thank you very much, Mr. 
Gallagher. 

Our next witness is Mr. S. N. Halvorson, manager of the Equity 
Supply Co. You may proceed, Mr. Halvorson. 


STATEMENT OF S. N. HALVORSON, MANAGER, EQUITY SUPPLY CO., 
KALISPELL, MONT. 


Mr. Hatvorson. My name is Stanley N. Halvorson, general man- 
ager of the Equity Supply Co., and a director of the Montana Citizens 
Freight Rate Association. I am in complete accord with everything 
said here today regarding class rates in Montana and in regard to the 
unfair treatment all Montana shippers contend with on freight rates. 

Instead of repeating item by item as they affect our business, I will 
confine my testimony to just one commodity and that is freight rates 
on the movement of grain from western Montana to the Pacific coast 
and the very unfair and discriminatory treatment we are receiving. 
Last winter the North Pacific Coast Freight Bureau had under con- 
sideration docket 8303 for adjustments of freight rates in Washington, 
Oregon, Idaho, and Montana. On May 12 new rates for the ship- 
ment of grain to the west coast were put in effect for Washington, 
Oregon, and part of Idaho. All of western Montana and northern 
Idaho’s pleas went unheeded. Those new rates were announced as 
Supplement 57 to NPCFB Tariff 10-N. Reductions granted on the 
shipment of wheat from many stations to the coast were 30 percent or 
more, with an average reduction averaging in the neighborhood of 
25 percent. It meant in terms of freight savings per bushel of wheat 
to the farmers in these States of approximately 7 cents per bushel. 
Previous to the announcement of these new rates the rate on wheat 
from Spokane to the coast was 50 cents per hundredweight to the coast, 
and from Kalispell, Mont. 7214 cents. The Kalispell rate was 45 per- 
cent higher than the Spokane rate. Presently Spokane rates are 38 
cents per hundredweight to the coast, while the Kalispell rate remains 
at 7214 cents. This causes the Kalispell rate to be 69 percent higher 
than the Spokane rate to the coast. This is certainly most discrimina- 
tory and the situation is aggravated each time the railroads ask for 
and receive a percentage increase in rates. 

I contend that this action is inconsistent and discriminatory in that 
the type of wheat raised in western Montana is similar to that in 
eastern Washington and Oregon. Ours is a contiguous area and the 
crop moves over the same rail facilities through the same marketing 
channels into the same terminal markets. The detrimental effect to 
Montana producers is many fold. To cite a few, let me mention first 
that the Commodity Stabilization Service of the Department of Agri- 
culture has just acknowledged that the current freight rates were not 
used in setting up the new loan rates for wheat involving Portland 
as the terminal market. The loan rates established are at a level of 
75 percent of parity in all of this area. Nevertheless, they have just 
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announced that at the time of takeover they will take this into con- 
sideration and increase the loan value by the amount of this freight 
reduction. Consequently, farmers will receive an average of about 
an additional 7 cents per bushel or 3 percent of parity. This will 
cause the farmers of these areas to have their crops supported at 78 
percent of parity while our Montana producers in the same marketing 
area will receive only 75 percent of parity. Certainly this is dis- 
crimination against Montana. Should the Department of Agricul- 
ture at a later date base loan values in the Pacific Northwest on these 
lower rates our Montana producers will be penalized again for we 
would be the only section still paying the older and higher freight 
rates. 

In our petition to the North Pacific Coast Freight Bureau requesting 
the same consideration as given shippers of the Pacific Northwest, we 
pointed out that should such rail reduction be not extended to our area 
that chaos would result through the greater influx of itinerant truck- 
ers in western Montana where they could get more favorable rates 
because of the high competing railroad rates. This has happened. 
This spring I have received calls from truckers passing through Mon- 
tana from as far south as Butte looking for grain loads to the coast. 
These trucks are in the area as a result of having hauled in other sup- 
plies and they expect these consignees to locate grain loads even though 
it means in many cases going direct to the farm, bypassing the legit- 
imate elevator operator. It is placing shippers of all kinds, such as 
lumbermen, building supply people, and others in the position of 
having to act as local brokers for grain in order to keep these itinerant 
truckers happy with back hauls. As a result we cannot base local 
prices on rail rates and expect to handle any grain. ‘The obvious re- 
sult is that railroads have lost the grain haul and grain elevator oper- 
ations are in a chaotic situation. 

Here I would like to introduce a summary of shipments we have 

made by rail and by truck since 1955. In 1955 we moved 210 ship- 
ments by rail and 5 by truck. In 1957 the rail movement dropped to 
138 shipments, and the truck movement went up to 132 truckloads. 
So far this year we have moved 230 truckloads of grain to the coast, 
and the railroads are practically out of the business. 

Senator Scnorppen. How long has this situation that you are talking 
about in your area been in existence, , just this last year ? 

Mr. Hatvorson. This reduction was placed in effect on May 12. 

Senator ScHorpre.. Last year ? 

Mr. Hatvorson. Yes 

Senator Maenuson. Now, that doesn’t affect the eastern Montana 
hauling as much as the west, does it ? 

Mr. Hatvorson. I am testifying on that. 

Senator Magnuson. You are sort of in the twilight zone? 

Mr. Hatvorson. Well, we are west of the Continental Divide, and 
we are definitely in the Spokane hauling area. 

Senator Macnuson. In other words, your haul goes west and most 

of the eastern Montana haul goes east to the Twin Cities? 

Mr. Hatvorson. Well, some of it goes east, but I don’t know how 
much. 

If a complete breakdown of the grain marketing organization of 
western Montana is to be avoided, equal treatment in ‘freight rates 
for western Montana is absolutely necessary and such rates must be 
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comparable to the new adjusted rates in the neighboring States to 
the west. It is hard for me to conceive that the Interstate Commerce 
Commission would sanction such discriminatory action against Mon- 
tana shippers of wheat. I certainly hope that this committee will 
look into all discriminatory freight rates as they affect Montana and 
bring about a situation wherein we will receive comparable treatment 
to other States. 

Senator Smaruers. Any other questions of Mr. Halvorson? If not, 
think you very much, Mr. Halvorson. 

Our next witness is Mr. Charles O. Keene of the Valley Motor 
Supply Co., Kalispell, Mont. 

Mr. Jounson. He conceded his time to me, Mr. Chairman. 

Senator Smaruers. Well, if he would like to use it, we are running 
along pretty well, we have time, I think. 

Mr. Jounson. Well, he has left. 

Senator Smatuers. All right. Our next witness is Mr. Charles G. 
McClave, president, Montana Flour Mills, Great Falls, Mont. 


STATEMENT OF CHARLES G. McCLAVE, PRESIDENT AND GENERAL 
MANAGER, MONTANA FLOUR MILIS CO., GREAT FALLS, MONT. 


Mr. McCuiave. Mr. Chairman, Senators, and gentlemen, I have a 
short prepared statement which I will read, and ‘I may wish to make 
a few further remarks. 

Senator Smatuers. Very well, sir. 

Mr. McCrave. My name is Charles G. McClave. I am president 
and general manager of Montana Flour Mills Co., Great Falls, Mont. 
The Montana Flour Mills Co. is engaged in the m: inufacture of wheat 
flour, primarily bakery flour; in the m: mnufacture of formula feeds; 
and in the handling and merchandising of grains. In connection 
with these activities, it owns flour mills at Great F alls, Harlowton, 
and Bozeman, Mont., with a combined daily capacity of 6,300 hundred- 
weight of flour— about half of the total of Montana’s milling capacity. 
The company’s Harlowton plant (1,800 hundredweight) was shut 
down in the fall of 1957 and is still idle. The abandonment of milling 
operations at Harlowton was the result, in part, of the situation which 
brings me here today. This capacity was replaced by the purchase 
of a mill at Fergus Falls, Minn., of 2,200 hundredweight daily 
capacity. 

The grain division of the company operates country elevators at 
some 47 stations in Montana. Combined storage capacity of these 
country houses in approximately 3 million bushels. In addition, the 
company has grain storage at its milling plants in Montana amounting 
to 1,930,000 bushels, m: aking total Montana storage capacity 4,930,000 
bushels. 

Formula feeds are manufactured at the company’s feed plants in 
Bozeman and Missoula. 

My purpose in appearing at this hearing is to call to the subecommit- 
tee’s attention the urgent “need for modification of the agricultural 
exemption provisions of the ICC Act so as to eliminate abuses of the 
same which are extremely detrimental to the long-term interests of 
farmers, interior millers, railroads, and the general public; and to 
explain how these abuses result in discriminatory pricing as between 
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farmers, disruption of orderly marketing procedures, gradual elimi- 
nation of interior mills, and serious we eakening of the Nation’s rail 
carriers. 

In order to understand why modification of the agricultural exemp- 
tion provisions of the ICC Act is necessary, one must have an under- 
standing of the markets, market relationships, and transportation 
costs which affect wheat prices at interior points; the purpose of 
milling-in-transit privileges; and the location of flour markets vital 
to the continued existence of mills located in the interior. Since these 
factors and their relationships are extremely complex, I shall deal 
primarily with Montana, but it should be understood that all other 
interior areas have similar problems. 

The wheat produced in Montana is bread wheat—hard Red Spring 
and hard Red Winter. It is not suitable for cake, pastry, cracker, 
and biscuit flour. As a result, the market for Montana wheat flours 
is the large-volume breadbaker. Montana being sparsely populated, 
it is vital to the interests of Montana mills that ‘they be able to reach 
the large consuming markets in Washington, Oregon, and California, 
and the large consuming markets of the East. In order to compete, 
the rate for flour to these markets must be no greater than the rate 
for wheat purchased in Montana and milled by millers located in or 
adjacent to these markets. 

Senator ScuorrreL. Do you get into the Kansas market and the 
midwestern market, Mr. McClave ? 

Mr. McCuiave. In 1954, Senator Schoeppel, we shipped flour into 
Kansas, Texas, all over. Now I would like to comment on that. In 
1958 we were importing Kansas and Nebraska wheat. Now, why is 
that? That is one of the problems that has stemmed, in my opinion, 
from the fact that the support program has given no weight to quality 
whatsoever. Under the support program the farmer was interested 
only in bushels. 

Senator Scnorrret. I am going to agree with you 100 percent on 
that, because when you go to bushelage alone, and there is no considera- 
tion given for quality top wheat, the very thing you are pointing out 
here h: appens. 

Mr. McCtave. Senator Schoeppel, I have studied this situation, and 
I know your problem. You have had it and you solved it, and your 
farmers supported you in getting quality back into Kansas. 

Senator Scnorpren. Well, you ‘forced us to do that. 

Mr. McCtrave. All right, but now you are forcing our farmers to 
do the same thing. You can’t disregard quality in the market place, 
and the Government has disregarded it completely in the loan 
program. 

The milling-in-transit privilege is the backbone of the system which 
has permitted the strategic location of mills all along the line from 
area of production to areas of consumption because it has permitted 
mills to compete equitably one with another. Most important to the 
milling-in-transit privilege is the maintenance of equal rates for 
wheat and wheat products. An illustration of how this system works 
is as follows: 

(1) Montana wheat is normally priced freight off of Minneapolis. 

Let us assume that the cash price in Minne: apolis i is $2 per bushel, and 
that the freight from Brady to Minneapolis is 53 cents. This makes 
the price of wheat at Br ady $1.47 per bushel. 
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(2) Both the Montana and the Minneapolis miller can buy wheat 
at this price at Brady. 

(3) The Montana miller buys a car and moves it to Great Falls, 
which we will assume costs him 10 cents a bushel. He can mill it there 
and move the products to Minneapolis for 43 cents a bushel, his total 
transportation cost for the products delivered Minneapolis being 53 
cents a bushel, the sum of the inbound and outbound rates. 

(4) The Minneapolis miller buys a car of wheat in Brady and 
moves it to Minneapolis for 53 cents, where he mills it into flour, his 
transportation cost being the same as the Montana miller. 

(5) Both the Minneapolis and the Montana miller can then use 
Montana billing to move the wheat products to say, New York, at 
identical rates. Thus the mill located in Minneapolis and the mill 
located in Montana are on a parity as far as wheat and transportation 
costs are concerned. This is possible only because of the milling-in- 
transit system. 

(6) The same thing applies for movement to the West. The Port- 
land, Oreg., miller can buy a car of wheat at Fort Benton, mill it at 
Portland, and deliver the flour in Los Angeles for the same rate as 
the Great Falls miller. So can the Los Angeles miller. 

This whole picture has been completely changed, first by the activ- 
ities of the itinerant trucker and more recently by those of common 
carrier and contract truckers. Wheat is an agricultural product 
which is unregulated. Under the agricultural exemption provisions 
of the ICC Act, transportation of wheat is not subject to regulation 
by the ICC. In consequence, the trucker can haul for any rate he 
chooses and can change rates at any time he desires. California is 
the source of much produce trucked to Lethbridge, Calgary, Regina, 
Mont., and eastern points. Rather than go back empty, truckers will 
pick up a load of any commodity which will help pay gas and tire 
expenses. During the past 12 months Montana wheat moved to Los 
Angeles by truck at rates varying from 60 to 95 cents per hundred- 
weight as against the published rail rate of $1.33 per hundredweight 
for wheat and wheat products. Under these circumstances, the Los 
Angeles miller milling Montana wheat in Los Angeles has a tre- 
mendous advantage over the Montana miller milling the same wheat 
in Montana. The tonnage of truck wheat moving into Los Angeles 
from Montana, Utah, and Idaho, is reaching such proportions that 
it is rapidly becoming impossible for millers in the interior to com- 
pete for California business. Recent estimates are that truck wheat 
amounts to 60 to 65 percent of the wheat ground by Los Angeles 
millers. 

The question may be asked, “Why don’t interior millers truck their 
flour and millfeed?” The answer is twofold. First, flour and mill- 
feed are not exempt agricultural commodities and would have to be 
trucked at rates higher even than rail rates. Second, flour and mill- 
feed must move on a scheduled basis. We can’t ship a baker in Los 
Angeles at the rate of a thousand sacks of flour a week when there is 
no obligation for a trucker to furnish trucks for such a tightly sched- 
uled movement. ‘The fluctuating supply of trucks effectively prevents 
meeting the service requirements of the baker, but does not seriously 
inconvenience the Los Angeles flour miller who can accumulate truck 
wheat as it is offered. 
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According to the USDA Agricultural Marketing Service, truck 
movement of wheat from Montana to California during the period 
June 1957 through April 1958 was over 500 percent greater than for 
the corresponding period in the preceding year. All rail carriers 
serving areas of heavy wheat production have lost tonnage to trucks. 
The loss is becoming so substantial that they are rapidly becoming 
desperate. If relief is not provided soon, they will be ser iously 
damaged to the detriment of the public interest. 

Now what does the grower have to gain, or to lose, by continuation 
of the so-called agricultural exemption without modification? Using 
Los Angeles as an illustration, we pointed out earlier that the saving 
in shipping from Montana by truck was in the range of 38 to 73 cents 
per hundredweight—the difference between the rail rate of $1.33 and 
truck rates ranging between 60 to 95 cents per hundredweight. This 
is equivalent to 23 to 44 cents per bushel. How much of this does the 
farmer actually get? Our information is that the premium paid by 
truckers over the rail price basis ranges from 3 to 8 cents per bushel 
and does not average more than 5 cents per bushel. This is but a small 
portion of the 23 to 44 cents saving which is involved, the greatest 
portion of which is going to the California buyer. However, at pres- 
ent the farmer rarely gets the advantage of this average of 5 cents 
per bushel. He gets it only if he sells direct to the trucker for deliv ery 
from his farm, or if he sells direct to the trucker from wheat he has 
in store at the country elevator, or where an individual elevator 
operator is willing to pay him this premium to obtain his wheat for 
sale to truckers. Few elevator operators are willing to do this be- 
cause there are insufficient trucks to permit them to make a truck 
price to all of their customers and they cannot buy on a truck basis and 
eventually have to ship by rail. Therefore, the truth of the matter 
is that at the present time few farmers are receiving any benefit 


whatsoever of the substantial saving resulting from truck movement, 


despite the fact that the saving is made possible by the terms of the 
so-called agricultural exemption. 

If, in the long run, trucks eliminate rail carriers as competitors for 
grain tonnage, and all wheat moves by truck, the farmer would suffer 
because truckers have no obligation to provide either dependable 
rates, regular service, or an adequate amount of equipment when 
needed. Also those farmers near main highways would receive bene- 
fits not available to those on secondary roads. Thus there would be 
discrimination as between farmers. 

We have heard the argument that trucks will open up new markets 
for the farmer. We fail to understand this, as rail service is now 
available to all markets. 

The advantages the Montana wheat farmer may have because of the 
agricultural exemption are, in our opinion, very questionable. What 
he has to lose is much more important. First, he will lose his know]l- 
edge of what the local market is doing. He will know the value of 
wheat in Minneapolis, but if wheat is moving by truck and truck rates 
are unpublished, and can be changed without notice, and vary as 
between farmers, he will have little idea of what his wheat is worth 
in Montana. The pricing situation will be chaotic, to say the least. 

Further, if the trucking of grain continues to mushroom under the 
protection of the agricultural exemption, rail carriers will be unable 








MONTANA FREIGHT RATES 119 


to continue the operation of branch line services. When these 
branches have been abandoned, we shall all begin to realize how many 
schools have been built with railroad taxes. For these reasons it 
appears to me that the farmer has much more to lose than to gain if 
the agricultural exemption is not modified. 

Throughout history man has found it wise to set up rules and regu- 
lations in the public interest. Reasonable rules and regulations ‘af- 
fecting rail transportation and marketing of grain and grain prod- 
ucts have been painfully developed over a long period of time so as 
to provide an orderly marketing system from which producer, miller, 
and consumer all benefit. It seems a pity that this system should be 
destroyed because of failure to provide for equitable regulation appli- 

cable to all other carriers of grain and grain products. 

We do not refer here to transpor tation from farm to primary mar- 
ket. We refer only to transportation from primary market (the 
country elevator) to subterminal and terminal markets. We believe 
that the agricultural exemption was originally granted on the prem- 
ises that it covered movement from farm to primary market; that it 
was never intended to be used for virtually transcontinental move- 
ment and for the benefit of persons other than farmers. Neither was 
it intended to disrupt a marketing and transportation system which 
had stood the test of time and which was the basis for the location 
of plants representing billions of dollars of savings on the part of 
small investors. 

I am pleased to see the subcommittee making an effort to obtain 
grassroots information on this subject. But this is of the essence, 
and I hope that corrective action will not come too late. 

Senator Smaruers. May I ask a question there? Have you ever 
tried to convince any farm organization of the veracity and the logic 
of your argument there ? 

Mr. McCtave. I think the milling industry as a whole has been 
remiss. I notice they have not made such an effort. Normally it 
would be done by a representative of the milling industry, the trade 
association. I think they have been remiss in “not making such an 
effort, because I can’t imagine why an organization such as the Ameri- 
can Farm Bureau should have taken a stand against any modification, 
or why they should stay with it. 

Senator Smaruers. Personally I am convinced of the logic of what 
you say, and I think that many members of our committee are too, 
but we could not get any farm organization, either the Farmers Union 
or any other farm organization, to agree with what you say. 

I think it would be well between now and next year when Con- 
gress may get a chance to do something on this matter that again that 
you endeavor to do a job in getting the support of these farm organ- 
izations. 

Mr. McCtave. Senator Smathers, a movement has already been 
made in that connection. I am sure that the Millers National Fed- 
eration within a relatively short space of time will go to the farm 
organizations and try to explain to them what the hazards are in a 
continuation of the exemption as it exists, and the abuses that exist. 

I would like to say for my company that this is not a small matter 
to us. We have operated successfully through the years, and it is 
only within the last 3 years that events have made it questionable as 
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to whether we can stay in the milling business in Montana. Various 
factors enter into that. For instance, a year ago our prices for wheat 
were so disrupted by the subsidy for export off the north coast that 
we could no longer go east with flour, because our wheat costs per 
hundredweight were 40 to 60 percent, but the Minneapolis mills were 
not affected by the price situation which has developed through a 
purely artificial export movement. 

First we had the deterioration of wheat quality that has come 
about through the policy of the loan program, and second, the mal- 
administration, shall we say, of subsidy programs, but these things 
can completely disrupt the situation. 

Unless there are questions that’s all I have. 

Senator Smaruers. Are there any questions ? 

Senator Maenuson. I have no questions. I just want to say that 
I think you have pointed up a situation which can only continue to 
grow worse, unless we look at it in a realistic way and try to arrive at 
a solution. 

Mr. McCrave. I would like to make one more comment. 

Seantor Smatuers. All right. 

Mr. McCrave. I think that the Montana farmer seldom realizes 
the value of an industry such as ours. We are not large employers, 
but we have a little over 300 employees, and we have 400 stockholders. 
That will be wiped out if something is not done very quickly, because 
we can’t continue to mill under the conditions that exist. Our grain 
business might go on, I don’t know how long, but our milling busi- 
ness can’t goon. We will be wiped off the tax list, and the farmer’s 
burden is going to be a great deal greater in that event. 

Senator Smatuers. Well, I highly commend you for your state- 
ment, and urge that you work with your own farm organizations and 
get them to change their position, because currently they are 100 per- 
cent on the opposite side. 

Our next witness is Mr. Robert J. Lawrence, secretary-manager of 
the Montana Retail Lumbermen’s Association, Helena, Mont. 


STATEMENT OF ROBERT J. LAWRENCE, SECRETARY-MANAGER, 
MONTANA RETAIL LUMBERMEN’S ASSOCIATION, HELENA, MONT. 


Mr. Lawrence. Mr. Chairman, Senators, and gentlemen, my name 
is Robert J. Lawrence, and I am the manager of the Montana Retail 
Lumbermen’s Association, and also a director of the Montana Citizens 
Freight Rate Association. 

We appreciate very much the fact that you Senators are here today 
taking the time to come to Montana and meet with us on this vital 
question. 

The directors and members of the Montana Retail Lumbermen’s As- 
sociation are all vitally interested in the transportation rate structure 
in Montana, because the retail lumbermen are engaged in an activity 
which I know everyone will agree is a part of the backbone of our 
entire economy, that is the business of providing materials with which 
to build homes, and our national and State economies both revolve 
around the family unit and the home. That, of course, is why we are 
vitally interested in this problem. 
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In 1940, Congress authorized and directed the ICC to investigate 
and establish uniform freight rates throughout the entire United 
States. For 18 years we in Montana have ‘been waiting for this to 
happen. 

Now we as an association do not expect the railroads and the motor 
carriers to operate at a loss in serving Montana. We feel that they 
are most vital to us in this State, but we do feel that our State is justi- 
fied in requesting that the class rates charged for shipments involving 
our people be established under this uniform rate structure as requested 
by Congress back in 1940. Therefore, we of the Montana Retail 
Lumberman’s Association wish to go on record as endorsing the pres- 
entation, the ideas, and requests which were so ably presented here by 
Mr. Johnson, of the Montana Citizens Freight Rate Association, and 
request the Senate committee represented here to take the necessary 
action to have uniform rates established in Montana in the immediate 
future. 

Thank you. 

Senator Smarners. Thank you very much, Mr. Lawrence. 

Our next witness is Mr. D. W. Knudson, secretary of the Helena 
Hardware Co. Is Mr. Knudson here? (No response.) Mr. Knud- 
son is apparently not with us. 

All right, our next witness, then, is Mr. Charles B. Anderson, of the 
Anderson Grain Co., Great Falls, Mont. 


STATEMENT OF CHARLES B. ANDERSON, OF ANDERSON GRAIN C0., 
GREAT FALLS, MONT. 


Mr. Anprerson. I havea short statement that I will read. 

I am Charles B. Anderson, president of the Anderson Grain Co., of 
Great Falls, Mont. This is largely a family corporation which owns 
two country grain elevators in the central grain-growing area of Mon- 
tana. ‘This statement concerns the effects of the increased trucking of 
grain from this area, especially during the past 2 years. 

I represent myself and others in the Montana grain industry at this 
hearing. 

Since the interests of the country grain elevator and the farmer in 
matters of this kind are very similar, if not almost identical, I shall 
attempt. to show the effects of increased trucking on both the farmer 
and the country grain elevator. 

Let us take the advantages of trucking first. Actually, there is only 
one advantage to both farmer and elevator, and that is one of price. 
At times, it is possible to get a better set price by truck, and when pos- 
sible, the elevator passes this price advantage back to the farmer. 
This price advantage is due solely to the willingness of the trucker at 
certain times of the year to carry grain in interstate commerce, at less 
than the published rates. This price advantage may amount to as 
little as 1 cent per bushel, and occasionally may amount to 4 cents or 
5 cents per bushel. The reason that the elevator may not always be 
able to pass a saving back to the farmer will be explained later. 

One other minor advantage often mentioned is that trucking relieves 
congestion during periods of car chortage. This factor is of little con- 
sequence in this area, since the truck movement, if any, usually occurs 
at periods of the year when there is no car shortage. Trucking 
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usually amounts to little volume at harvesttime, since the trucks at 
that time make more money hauling fresh produce. And whenever 
they can get such loads they refuse to haul grain. 

Convenience is sometimes mentioned as an advantage. In the case 
of the elevator, it is more inconvenient to load trucks than cars. They 
invariably are in a hurry to be loaded, and the operator of the elevator 
has to stop other operations to get them loaded. Actual timing at 
our houses indicates that it takes about as long to load 700 bushels in 
a truck as it does to load 1,600 bushels in a ear. 

Trucking is of no convenience to the farmer, unless the truck calls 
directly at the farm—a practice greatly disliked by the trucker, since 
most farms are not equipped to load rapidly, are not equipped to weigh 
such large loads, and frequently are located on side roads not suited 
to large truck transports. And even where the roads may be pas- 
sable in bad weather, the farmyard usually is not. Furthermore, if 
such a practice of bypassing the country elevator is continued, the 
grain elevator, as a market place for the farmer’s grain, will pass out 
of the picture. This would put the farmer completely at the mercy 
of the itinerant trucker. 

To sum up, the only advantage worth considering is one of price, and 
that one, as will be shown later, is a dubious and far from equitable 
advantage. 

The disadvantages are far more serious, both from the farmer’s and 
the elevator’s s point of view. The most. serious is possibly the fact 
that trucking is definitely discriminatory, in several ways. In the 
first place, all farmers do not have trucking available to them, even 
those living in the same general community. This, for the reason 
that all the country elevators do not have trucks available to them. 
There are a great many large producing areas of this State that are 
not reached by anv regulated scheduled truckers. There are others 
that are so reached, but where the trucking firm prefers not to haul 

grain. An example of this is the great grain producing section along 
the so-called highline, for example, along the main line of the Great 
Northern Railroad. There is only one regular trucker along this 
main grain producing route, and he will not haul grain. Thus from 
the very start, there is discrimination, in that there are a great many 
farmers and elevators that do not have trucks available to them, even 
though they may have for sale the same type and quality of grain that 
is heing hauled by truck from ‘ommunities only 20 or 30 miles away. 

There is also a discrimination in price, resulting from trucking. 
This is due to several reasons, most eee of which is probablv the 
narrowness of the market for trucked wheat. Most mills buying Mon- 
tana grain want the transit, so they may move the flour on to a final 
consuming market. Therefore, generally speaking, the only mills that 
will buy trucked grain are those located in a consuming market large 
enough to absorb all, or nearly all, of the output of the mill. This in 
turn means that the market for trucked grain from this State is rela- 
tively small, compared to the total volume of grain to be moved. And 
generally, such mill buyers are quite selective, and will buy only from 
certain stations, which can and does mean bypassing other nearby 
stations, with resulting discrimination to the farmers and elevators 
in the latter areas. 

There is discrimination in price even at stations from which there 
is considerable trucking, for two reasons. First, all the elevators 
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may not always have truckers available to them, so the elevator that 
does have a few truckers, has for the time being a price advantage, 
which he can pass on to some of his farmer customers. The reason he 

‘an pass this advantage on to only some of his customers leads to the 
second type of discrimination. As stated above, the volume of 
trucked grain is limited—the elevator does not usually know in ad- 

ance just how much of what he is buying he can sell by truck rates. 
This is especially true in periods of heavy selling by farmers. Sup- 
pose on a given day the elevator buys 50,000 bushels of grain from 
rene He knows that he cannot sell that much for truck move- 
ment, so he can’t pass on the price advantage to all the farmers. 
rpevadis hag thinks he might be able to sell 10,000 by truck. That 
would mean that a select 20 percent of his customers might be in 
line to get the price advantage. Or, he might average the price over 
the entire lot of purchases. If it is a 3-cent advantage to move 
10,000 bushels by truck, or 20 percent, each farmer would gain by 
0.6 cent. But he probably filled the market for some time, and the 
next day no farmer that picked that particular day to sell would get 
any advantage. 

Another disadvantage as serious as discrimination is the uncer- 
tainty of trucking. Scheduled truckers will carry grain only when 
they happen to have no other cargo, and then only when the grain 
movement happens to fit in with their movement of such empty 
trucks. Thus, it so happens that the itinerant trucker, and the 
small unscheduled, unrouted truckers carry most of the trucked grain 
from this area. Those operators have no set schedules, no set routes, 
and, moreover, their movement into Montana varies considerably from 
season to season. Consequently, it is vary hard for the farmer or ele- 
rator to know just how much, or when, he can move any volume 
by trucks. This sometimes leads to expensive delays in getting the 
wheat to the buyer. For example, our company sold wheat. on 
January 16, 1958, to go to a mill buyer by truck. Then after the 
sale was made, the truckers coming into this area dried up due to 
lack of inbound cargo. The result was that all but about 10 percent 
of this contract was shipped in May of this year, or a delay of 4 
months. Most. wheat is sold for 10-day shipment. This meant that 
our money was tied up for 4 months, and any advantage in price we 
may have had was wiped out by the interest on the money tied up. 
And of course the buyer was embarrassed because he didn’t have 
the wheat when he needed it. 

To undercut the published rates, truckers must have loads in both 
directions. When this is not the case, they simply move into some 
other area, or don’t move at all. This is not true of a rail move- 
ment. The railroads do not expect to have a full car always, in both 
directions. They move empties around as needed, in order to pro- 
vide service to the public. No such thinking motivates the trucker 
of grain. He hauls grain at low rates only when he can get no other 

‘argo, and the se: asonal needs of the farmer or the mill buyer are 
simply not for him to worry about. 

Disruption of normal markets of the farmer is one of the most 
serious aspects of the trucking situation. At best, only a fraction 
of the total grain produced in this State can ever be moved by truck. 
This for the reason that Montana’s population and industry are too 
small to provide a really big volume of inbound trucking movement. 
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And since the trucker must have loads both ways in order to cut the 
rate materially below the rail rates, it stands to reason that the volume 
of outbound grain movement cannot handle a very big portion of the 
total Montana crop, by truck. Yet trucking is increasing, and there 
is still some chance that it will increase in this State beyond the vol- 
ume of the past 2 years. 

And as the truckers increase, competition between themselves will 
inevitably cause them to try to bypass the country elevator and buy 
direct from the farmer. What it amounts to, is that they will try and 
take the cream of the movement, and will take just about enough to 
materially hurt the rails, and break most of the country elevators. 
Tf continued for long, this will have two very undesirable results for 
the farmer. First, it will weaken the rails and reduce their ability 
to handle the remaining bulk of the crop—the big portion the truck- 
ers cannot move. Second, it will make the country elevator business 
so unprofitable, by reducing the volume handled, that some will go 
out of business—as a matter of fact, this has already happened in 
nearby States. The farmer will be in a sorry plight when he has to 
depend on the vagaries of the unscheduled trucker, and only one 
elevator at his marketing station. Competition between elevators is 
quite keen, and with only one elevator at a station the farmer has lost 
the benefits of such competition, not only on the small portion of the 
total crop moved by truck, but he has also lost the benefits of com- 
petition on the much larger portion that must move by rail. 

This point cannot be overemphasized. Elevators make their money 
on volume, handled at a very small margin of net profit. It will not 
take a huge volume of truck movement direct from the farms to put 
most elevators in the trucking area in serious financial condition. The 
farmers fortunate enough to be located where truckers can reach them, 
and located in areas where the truckers will go, will of course enjoy 
a price advantage of some 5 to 8 cents a bushel, for a time. But if 
the elevators are reduced at his marketing station, his neighbors who 
could not sell by truck, and sooner or later he himself, will end up 
losing more by reason of reduced competition than he gained by the 
initial truck movement. 

And of course the farmers not in areas reached by the truckers would 
suffer by the weakening of the railroads, and without even the short 
time and dubious advantage of being able to move even a fraction of 
their crop by truck. 

Competition between the truckers and the increased availability 
of trucks at some seasons of the year has reduced the advantage of 
= to the farmer and the elevator, and passed it on to the mill 

uyer. Last year, for example, the advantage in price by truck was 
about 6 cents a bushel. This spring it was about 8 cents on the aver- 
age, and lately has been nonexistent to about 2 cents average. In 
other words, any price advantage by reason of lower truck rates is now 
being taken almost entirely by the mill buyers. 

This situation can become quite serious if it is not corrected 
promptly. The remedy is a simple one—close the loopholes in the 
agricultural exemption clause and get it back to the original intent of 
Congress. I believe the original intent of Congress when it provided 
for the agricultural exemption was to insure that farmers could haul 
their produce to their normal marketing point without regulation. 
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And by normal marketing point is meant the primary market, where 
he markets or delivers the bulk of his grain. I do not believe it was 
the intent of Congress that farm produce be hauled thousands of miles, 
interstate, at rates that injure the railroads, disrupt normal farm mar- 
kets, and lead inevitably to discrimination in price and service received 
by farmers. 

Thank you. 

Senator Smatuers. Thank you very much, Mr. Anderson. 

Our next witness is Mr. C. M. Wall of Helena, Mont. 


STATEMENT BY C. M. WALL, OF HELENA, MONT. 


Mr. Watt. Mr. Chairman, Senators, and gentlemen, my name is 
C.M. Wall. Iam a vice president of the Intermountain Transporta- 
tion Council, executive director of Montana Citizens Freight Rate 
Association, and I operate a store in Helena, Mont. 

I have been quite closely connected with the Freight Rate Associ- 
ation since 1947, and I have been interested in transportation matters 
since that time. I have attended many of the Interstate Commerce 
Commission hearings in Salt Lake, Phoenix, Seattle, Butte, and 1 or 
2 other spots, on the class-rate cases. 

It certainly is too bad that the State of Montana is still sitting in a 
colonial position with regard to the rest of the Nation, along with the 
rest of the 11 Western States in the Mountain Pacific territory. We 
are entitled to the same treatment as the rest of the United States, 
and we certainly take our hats off to the South for starting this action 
many years back. Certainly in 18 years we should have uniform 
rates into Montana and out of Montana as well. 

We believe that we have finally got our toe in the door. The ICC 
on petition of the Utah Citizens Freight Rate Association and on 
petition of the Montana Citizens Freight Rate Association and the 
Great Falls Transportation Bureau did grant the interim order. It 
was not by the request of the railroads that that order was granted, it 
was by reason of the request of these three organizations. That order 
went into effect in September of 1956, after it had been twice delayed, 
and we believe that Montana should be able to hold its head up now 
with the rest of the Nation in matters of transportation. 

We certainly want to commend this committee for coming to Mon- 
tana and getting firsthand the feeling of the people in this area, as 
well as in the entire mountain Pacific territory that is not presently 
covered by uniform class rates. 

We are, you might say, strictly an agricultural community. Four 
out of every seven dollars of income comes from agriculture in the 
State of Montana. We depend on farmers in Montana. I operate a 
grain department in Helena, and I do know something of the problems 
of the Rocky Mountain area. When the railroads granted rates from 
Washington, Idaho, and the coast out here, it still shows that they 
don’t have much love for us poor cusses out here in the State of Mon- 
tana. There are only 600,000 of us, there are more people thn that 
in the city of Minneapolis, but we have every type of operaticn that 
there is in any other State in the Nation. However, we do have a 
terrible problem in presenting our case to the ICC. We started in 
1950 and we have been at it continually since. Our finances are ter- 
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ribly low, we have to go out and beg with a tincup so that we can 
appear at these hearings, and I do believe that we should get a little 
bit better consideration than we have. Surely Montana shouldn’t 
have a penalty on class rates alone of 18 to 26 percent as against all 
of our neighbors to the east and south. 

This morning someone said that this didn’t affect commodities, but 
there is certainly a long list of commodities that are affected. Start- 
ing with agricultural implements, auto parts, and so on down the line, 
you can read off item after item. For instance, Mr. Larson in his 
testimony did point out that the 1952 carload rate on the Northern 
Pacific Railroad from Chicago to Butte, Mont., was $2.81, while the 
uniform rate was $1.56, so that is a reduction of $1.27 from the $2.81 
rate. Surely we are entitled to a little bit better consideration at all 
times. 

We have many troubles in Montana as far as freight rates are con- 
cerned, and we do hope that you will give us a lot of consideration 
when it comes to the question of repealing the long- and short-haul 
clause. We worked for 25 years out in this country to set the long- 
and short-haul clause into the ICC Act. We hope that you will not 
endanger that, and we hope that you will grant some authority to the 
Montana Railroad Commission in setting intrastate rates in Montana. 
Our supreme court ordered the railroads to present facts necessary 
to warrant an increase, we carried the case that far. The railroads 
bypassed us entirely and went to Washington and got ICC approval. 
The Utah organization was financially a little bit better off than we 
were, and they carried their case, which was very similar, to the 
Supreme Court of the United States, and you gentlemen know the 
decision in that case that came out last month. It said that the rail- 
roads must present facts to show that they have larger costs in the 
State of Montana or the State of Utah or any other State before they 
can get an increase in rates, but the railroads have bypassed us en- 
tirely. Be that as it may, I think that presently we are making some 
headway. 

I certainly want to take this opportunity to thank these Senators 
for coming out here to the State of Montana. You can go 20 minutes 
in that direction and you will catch trout that big [indicating], and 
you will enjoy it much more than listening to these people on freight- 
rate mat*ers. 

Senator Scnorrret. Did your organization appear before the Inter- 
state Commerce Commission before it prescribed the present scale of 
class rates in the Mountain Pacific territory / 

Mr. Watt. Yes, sir. 

Senator ScHorprre.. Do you now propose that this class-rate struc- 
ture be prescribed for movement to and from Montana which would 
not cover the entire Mountain Pacific area? 

Mr. Wau. Well, Senator, most of the members of the Intermoun- 
tain Transnortation Council and of the Montana Citizens Freight 
Rate Association believe that we are entitled to the uniform class rates 
prescribed, and we are going to hang out until the bitter end until we 
get it, and we were out here; yes, sir. 

Senator ScnorrreL. And do you advocate uniformity in the class- 
rate strvcture over the entire United States ? 

Mr. Watt. Yes, sir. 
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Senator Scuorrren. That is all. Thank you. 

Mr. Watt. I would like to make one further statement, if you will 
allow me, Mr. Chairman. 

Senator SmaruHers. Yes, sir; go ahead. 

Mr. Watt. It cost the emergency rate committee, of which we were 
a part, more than $50,000 to present facts to the Interstate Commerce 
Commission showing that it costs less to haul freight west of the Mis- 
sissippi River than it does to haul it east of the Mississippi. It is 
entered in the Interstate Commerce Commission’s interim report, and 
I would suggest that you read that report. It would take a couple 
of days to give you the information that is in there, and I think you 
will agree that our Montana railroads are pretty prosperous. They 
get a lot of business out of the State of Montana. 

Senator Smaruers. Thank you very much, Mr. Wall. 

Our next witness is Mr. I. N. Early, of the Billings Traffic Bureau, 
Billings, Mont. 


STATEMENT OF I. N. EARLY, OF BILLINGS TRAFFIC BUREAU, 
BILLINGS, MONT. 


Mr. EKariy. Senator Smathers, and gentlemen, I have a short state- 
ment that I will read. 

The Billings Traffic Bureau consists of 69 members who are whole- 
sale distributors, and this membership is vitally interested in the wel- 
fare and the economic growth of the State and particularly in the 
development of the Billings trade area. 

The economic development of Montana depends primarily upon its 
ability to produce and dispose of its natural resources such as lumber, 
minerals, and products of agriculture. Since the markets for these 
products are located at great distances from the State, transporta- 
tion, and particularly 1 rail transportation, is an essential and impor- 
tant element of consideration. Generally, specific commodity rates 
are published to meet the requirements of this type of traffic. The 
principal commodity-rated traffic shipped from Billings consists of 
petroleum products, petroleum coke, sulfur, grain, grain products, 
sugar, and livestock. 

While the development of Montana also requires consumption of 
materials and supphes which move substantial distances to the State, 
purchase of such commodities cannot be made unless income is first 
produced with which to make the purchase. Since the volume of 
commodities consumed is small in relation to the tonnage produced 
and transported to market to provide the livelihood of the people of 
Montana, its greatest interest lies with the commodity rates which 
permit the Montana producer to sell on an economically sound basis 
in competitive markets. 

Billings is also a jobbing center for materials and supplies distrib- 
uted in both Montana and W yoming. As a jobbing center it is in 
competition with other Montana jobbing cities. The carload rates 
applying on the commodities received determine limits of the area of 
distribution. . Consequently, commodity rates have also been estab- 
lished for a large proportion of Montana’s commerce in inbound 
manufactured goods handled by wholesale houses so as to provide the 
greatest opportunity in the competitive distribution. This could not 
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be accomplished by class rates or any type of rate on a strictly dis- 
tance basis. We would be opposed to any adjustment of rates on a 
class and distance theory which would serve to increase the spread 
in carload rates to Billings over rates to Butte and Helena from the 
West. Likewise, it has been our experience that jobbers in western 
Montana are opposed to rate adjustments which increase their spread 
in rates from the East over Billings. 

Only a very small percentage of the traffic to Montana moves as 
class-rated traffic, generally less than carload. Class-rated traffic is, 
therefore, of secondary significance to the economy of Montana. A 
reduction in class rates, we believe, would be harmful rather than 
helpful to the livelihood of the people of Billings and the growth of 
our community, and particularly to the large investments that the 
jobbers and wholesalers have at Billings. 

From our experience during the past 27 years, we find that the 
State of Montana as well as the Billings area depends largely on rail- 
road commodity rates to maintain a relationship of rates to be com- 
petitive with the competition that now prevails. 

In recent years Billings has experienced a very substantial growth 
both industrially and populationwise. It is felt much benefit will 
result from this investigation as it will support our need to maintain 
the proper relation between class and commodity rates. 

We are grateful for having the opportunity to appear before this 
committee relative to our transportation problems, and we wish to 
thank you for taking your time to hold this type of a meeting in the 
State of Montana. 

Senator Smatuers. Thank you very much, Mr. Early. 

Senator Magnuson. Mr. Early, I think that all of these statements 
are based on the assumption that if class rates were decreased or made 
equal, like they are in the rest of the country, commodity rates would 
have to be decreased, and I want to ask if yours is on the same assump- 
tion; is that correct ? 

Mr. Earty. Well, let’s put it this way. 

Senator Maenuson. Yes; that is what they all say. 

Mr. Earuy. Well, when the Commission ordered the 23-percent 
reduction in this class-rate case our commodity rates stayed up while 
the class rates went down. 

Senator Macnuson. Yes. 

Mr. Earty. Now you know our relationship. We are buying car- 
loads from all over this whole United States into Montana. You 
can only go about so far. Now then, if there is supposed to be a fur- 
ther reduction in the class rates we should have a reduction in the 
commodity rates to coincide with that. 

Senator Magnuson. Well, you wouldn’t object to that; would you? 

Mr. Earty. Well, the only way we could get it would be to go 
before the Commission. 

Senator Macnuson. Well, I am not passing on the merits of this, 
but the testimony of those appearing here today that oppose naming 
uniform class rates all over the United States is based upon the fear 
that if that is done they might be lower in this area than the interim 
rates, and that therefore commodity rates would be increased. Isn’t 
that the basis of it ? 

Mr. Earty. Well, no; I don’t think so. 
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Senator Macenuson. Well, then, why should you object ? 

Mr. Earty. For instance, if that should happen and they sat 
exactly on the same level—Billings has a very large investment as 
a distributing center. 

Senator Maanuson. Yes; I understand that. 

Mr. Earty. All right. You put in the class rates that these fellows 
are proposing and we won’t have any distributing center. It will be 
marketed from Minneapolis, Denver, Chicago, and Spokane. 

Senator Magnuson. Oh, you mean the only reason Billings can be 
a wholesale center or distributing center is by keeping freight rates up ? 

Mr. Earty. No. I mean we have got to have the commodity rates 
related to class rates. 

Senator Macnuson. Well, now, I can’t follow your line of reason- 
ing. Unless you believe that reduction would cause a raise in com- 
modity rates I can’t see where that would follow. If commodity 
rates were not touched you are in the same position you are in now. 

You mean you want to keep class rates up so that Billings can do 
more jobbing; is that the story ? 

Mr. Earty. Yes; definitely. 

Senator Maenuson. Well, that is the strangest kind of reasoning 
T ever heard. 

Mr. Earty. I might as well tell you the truth. 

Senator Maenuson. Well, I just want to get what you have in 
mind. There should be some correlation, but I can’t understand that. 
Mr. Earty. Well, I mean it should be related to a proper limit. 

Senator Magnuson. I can understand that some of the people here 
that are against the uniform class rates have a fear that, if you lower 
them somewhat, commodities would have to bear more of the burden. 

Mr. Earry. Yes; they would. 

Senator Maenuson. But I can’t see why you want to keep class 
rates up so that somebody can do more jobbing, so that the public pays 
more. 

Senator Smaruers. Thank you, Mr. Early. 

Ps next witness is Lowe P. Siddons, representing the Holly Sugar 
orp. 

Mr. Sippons. Mr. Chairman, may I file my 20 copies of my state- 
ment without testifying ? 

Senator Smatuers. Very well, sir; we will accept your statement 
and make it a part of the record. 

(The statement of Mr. Siddons follows :) 


STATEMENT OF LOWE P. SIpDONS, OF THE HoLLy SuGAR Corp., CoLoRADO SPRINGS, 
COLo. 


Mr. Chairman, my name is Lowe P. Siddons. I am general traffic manager 
of the Holly Sugar Corp., Colorado Springs, Colo. I have held the position of 
traffic manager for the last 25 years. 

My statement is made on behalf of Holly Sugar Corp., Colorado Springs, 
Colo., and the Great Western Sugar Co., Denver, Colo. 

Statistics on the beet-sugar industry are stated briefly as follows: 


MONTANA BEET-SUGAR INDUSTRY 


There are four sugar factories in the State of Montana. The American 
Crystal Sugar Co. owns the one at Missoula, Mont. The Great Western Sugar 
Co. owns the sugar factory at Billings, Mont., and Holly Sugar Corp. owns 2 
factories, 1 at Hardin, Mont., and 1 at Sidney, Mont. 








130 


MONTANA FREIGHT RATES 


SUGAR BEETS 


Approximately 57,300 acres of land were planted to sugar beets in the spring 
of 1957 which were harvested in the fall of 1957. Approximately 894,000 tons 
of sugar beets were produced from this acreage and processed into beet sugar 
within the State in 1957. 

SUGAR PRODUCED 


Eight hundred and ninety-four thousand tons of sugar beets produced a total 
of approximately 2,477,915 hundred-pound bags of sugar or the equivalent. Out 
of this figure the American Crystal Sugar Co. produced 187,501 bags, the Great 
Western Sugar Co. 1,205,730 bags, and Holly Sugar Corp. 1,084,684 bags. 


SUGAR SOLD 


In the year 1957 approximately 21,1938 bags of cane sugar were sold in 
Montana, which were shipped into the State. Out of the total State production 
of 2,447,950 bags of beet sugar, only 339,216 bags or one-seventh of the produc- 
tion of beet sugar in the State were marketed in the State. 

Due to the sparse settlement or population in the State of Montana, it is not 
possible for it to use much sugar. There are very few industrial users of sugar 
in Montana that use sugar in their processing. 

Most of the sugar produced in Montana is shipped to competitive destinations 
in the States of Minnesota, Wisconsin, Iowa, Illinois, Indiana, and Missouri. 
The part of Wisconsin south of an east and west line through Madison, Wis., 
from the Mississippi River to Lake Michigan, and the States of Iowa, Illinois, 
and northern Missouri, is termed the “Great Central Market.” The population 
is very dense. There are many manufacturing concerns that use refined sugar 
in their manufacturing process. For example, in the calendar year 1957, 
6,825,221 bags of cane sugar and 8,721,251 bags of beet sugar were marketed in 
the State of Illinois; in Iowa 690,131 bags of cane sugar and 1,374,283 bags of 
beet sugar were marketed in the State of Iowa; in Wisconsin 1,350,914 bags 
of cane sugar and 1,776,939 bags of beet sugar were marketed: in Indiana 
2,831,773 bags of cane sugar and 936,932 bags of beet sugar were marketed; in 
Minnesota 434,609 bags of cane sugar and 1,960,353 bags of beet sugar were 
marketed. 

The railroads realize that they must afford the Montana beet sugar industry 
freight rates which will enable them to compete in the thickly populated territory 
“alled the Great Central Market above described. The sugar produced cannot 
be consumed west of this territory because of the sparse population. 

The price of sugar in Chicago is based upon the quoted price f. 0. b. New Orleans 
plus the lowest recognized transportation cost from New Orleans to Chicago, 
which for the past year and a half has been considered as the barge-water cost 
of 53 cents. The actual on-barge rate on sugar from New Orleans, La., to 
Chicago, Ill., is 3744 cents per 100 pounds. 

The rate on sugar from Sidney, Mont., is 87 cents per 100 pounds; from Billings 
and Hardin, Mont., 92 cents per 100 pounds; and from Missoula, Mont., 99 cents 
per 100 pounds, minimum weight 80,000 pounds per car to Chicago, Ill., and re- 
lated points. Thus the absorption that these manufacturers must make per 
100 pounds from Sidney, Mont., is 87 cents minus 53 cents or 34 cents; Billings 
and Hardin, Mont., 92 cents minus 53 cents or 39 cents; and from Missoula, 
Mont., 99 cents minus 53 cents or 46 cents. 

The rate on sugar from Sidney, Mont., to Minneapolis-St. Paul is 92 cents 
and Billings 97 cents per 100 pounds. Thus it will be noted that the railroads 
have obtained relief from the fourth section of the Interstate Commerce Act to 
publish a lower rate to the Wisconsin territory south of a line through Madison, 
Wis., points in Illinois and points along the Mississippi River in Iowa and Mis- 
souri that are lower than to Minneapolis-St. Paul. 

The first-class rate from Sidney, Mont., to Chicago, I11., is $5.07. Sugar in the 
uniform classification is rated 35 percent of first class. The rate is $1.77. It is 
evident this would prohibit the marketing of Montana sugar in this territory. 

Thus the commodity rate of 87 cents from Sidney, Mont., to Chicago, Ill, and 
related points, on sugar, is 90 cents or less than one-half as much as the maxi- 
mum fifth-class rate (col. 35) of $1.77. The class rates between Chicago, IIL, 
and Montana were materially reduced effective September 1, 1956. For example, 
the first-class rate between Great Falls, Mont., and Chicago, Ill., on August 31, 
1956, was $7.85; on September 1, 1956, it became $6.03, or a reduction of $1.82. 
Similar reductions were made from eastern points to all destinations within 





| 








MONTANA FREIGHT RATES 131 


Montana. Understand these rates were either ordered in or have the approval 
of the Interstate Commerce Commission as being just and reasonable rates. 
Similar relative reductions were made in the third, fourth, fifth, sixth classes, ete. 

The beet sugar factories in processing beet sugar use large quantities of lime- 
rock, paper sugar bags, coke, infusorial earth, sulfur, ete. In addition to sugar 
the factories also produce large quantities of blackstrap molasses and wet or 
dried beet pulp. 

The railroads have published commodity rates on these commodities to enable 
the sugar companies to click, i. e., pay the farmer the parity price for sugar beets 
and sell the sugar in the competitive market. True, the small user of transporta- 
tion who receives his shipments in less than carload lots by rail or truck pays a 
higher rate than does the large shipper of commodities moving at heavy minimum 
weights. This is an economic condition that our American way has devised to 
produce the best economy pricewise for the Nation. Looking at the higher freight 
rates which are usually class rates for the smaller purchaser and user of trans- 
portation from and to Montana, it is generally the fact that the freight rate plays 
avery small part in the price of the commodity sold at retail. For example, the 
transportation charges on a radio or television set from Chicago to Montana 
destinations, let us say, are $15. This is a high valued commodity worth up to 
$5 a pound. Such a commodity has a much higher value per pound than low- 
grade commodities like coal, sugar beets, sugar, lumber, copper, ete. All competi- 
tive radio or television makers pay the same freight rate. The various brands 
have distinguished sales elements that are common to each brand. 

A customer will buy the brand that he most desires without regard to the 
freight rate, in fact he never knows what it is. He pays the manufacturer’s 
advertised price and compares the advertising price of one manufacturer or brand 
with another and after seeing the benefits of one product over the other best 
suitable to him, purchases it. 

This is not so with respect to manufactured commodities and raw commodities 
shipped to and from Montana, such as sugar, grain, flour, lumber, iron ore, copper, 
petroleum, ete. These commodities have little to promote their sale except serv- 
ice and their being offered at competitive prices in the great central market. 
They have no individual sales attraction or performance. 

The class rates and the commodity rail rates on high-valued commodities should 
be just and reasonable. In making a readjustment downward of the rates on a 
part of the traffic moving to and from Montana in order to support industry 
benefits and State development—care must be given to the injurious effect such 
an adjustment may cause to the State’s raw and manufactured products which 
must be shipped to the distant competitive markets. 

Such a downward adjustment in the rates on the high valued traffic could result 
in the raising of the rates on Montana's basic products to make up the loss in rail 
revenues. 

The home-grown or produced commodities really constitute the basic economy 
of the State and freight rates are a component factor that enables these Mon- 
tana products to compete in the interstate markets. 

If Montana-produced commodities or products are not shipped to the thickly 
populated territory where they can be sold to the consumer at a profit, it will 
make little or no difference whether the freight rate on the inbound, high-grade 
commodities above described are low or high. The people in Montana will not 
have any money with which to buy them if the lower reasonable rates are not 
maintained on the outbound prices to these competitive markets. It is the return 
from the sale of Montana products in the East that affords its citizens the income 
dollarwise to buy the commodities or products they need that must be shipped 
into Montana. 


Senator SMaruers. Our next witness is Mr. James F. Spelman, of 
the Carpenter Paper Co. Go ahead, Mr. Spelman. 


STATEMENT OF JAMES F. SPELMAN, DISTRICT MANAGER, 
CARPENTER PAPER CO., GREAT FALLS, MONT. 


Mr. SreitMan. Carpenter Paper Co. inventories at Great Falls, Mis- 
soula, and Billings are maintained through the medium of group car- 
load purchasing to realize the lowest landed cost at all three points. 
Paper commodities and allied paper items move entirely under specific 
commodity rates. 
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We are grateful to your committee as it is most unique to have an 
expression of assistance as you are giving us by this hearing, but as a 
Montana distributor, lowest landed cost is of immediate importance, 
and we ask that full recognition be given the commodity rates under 
which 95 percent of our goods move. 

Montana distributors have many competitors within the State on 
like lines of merchandise, as well as from bordering States. The re- 
cent class-rate reduction which included the uniform classification 
schedule has helped; unfortunately though, it is synonymous with “a 
good price book but no stock to fill the order.” Emphasis on regular 
avenues of distribution must be adhered to. Thus, as a Montana tax- 
paying business, we urge your consideration to realize a benefit for 
the majority of the Montana public, that is, consumer items handled 
through normal channels, manufacturers, wholesalers, dealers. 

Again we are indebted to the objective of your committee as this 
hearing should point to the transportation cost in Montana because of 
high freight rates. 

Senator Smaruers. All right. Thank you very much, Mr. Spel- 
man. 

Senator Maenuson. Is the man who represents the sugar people 
still here, Mr. Siddons? I was just reading your statement, and on 
page 5 you make the statement: 

Looking at the higher freight rates, which are usually class rates for the 
smaller purchaser and user of transportation from and to Montana, it is gener- 
ally the fact that the freight rate plays a very small part in the price of the 
commodity sold at retail. For example, the transportation charges on a radio 
or television set from Chicago to Montana destinations, let us say, are $15. This 
is a high valued commodity worth up to $5 per pound. Such a commodity has 
a much higher value per pound than low-grade commodities like coal, sugar 
beets, sugar, lumber, copper, etc. All competitive radio or television makers pay 
the same freight rate. The various brands have distinguished sales elements 
that are common to each brand. A customer will buy the brand that he most 
desires without regard to the freight rate; in fact, he never knows what it is. 
Well, I think that is a peculiar way to treat a customer and a consumer. 

Maybe what you say has some merit to it, but I think the point 
that you had in mind here perhaps was that commodity rates might 
be affected if you change class rates. 

Mr. Sippons. Definitely. 

Senator Magnuson. Upward, that is, but if they remained the 
same, or if you could get a downward trend I should think you would 
be happy about that. 

Mr. Sippons. You don’t know where the revenue for the railroads 
is coming from. 

Senator Maenuson. Is that what the railroads tell you ? 

Mr. Sippons. No; it is what the facts show. 

Senator Magnuson. Well, I think they might come from some 
adjustment, and the adjustment might be the same. 

Mr. Sippons. Well, we had a big adjustment here and still our 
freight rates have gone up on account of all the revenue that the 
railroads Jost. 

Senator Magnuson. Well, if we can correct some of these other 
things the revenues ought to go up. This wheat situation is one, the 
trucking situation is another, but I don’t see how you can hold the 
price up to the consumer if it is possible to give him a cheaper price. 

Mr. Sdaens. Did I not say there that in the first place we insist 


that the class rates be just and reasonable? 
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Senator Maenuson. Yes; and you also say that Montana’s economy 
cannot be supported unless you mst these class rates where they are, 
in effect. I think you might get a little more business all the wa 
round. I don’t know, may ybe my economic figures aren’t very aod 
Do you disagree with having class rates uniform throughout the 
country ? 

Mr. Sippons. Yes; I do. 

Senator Magnuson. You want the Pacific Northwest to carry a 
difference ? 

Mr. Sippons. It has been my training and experience that freight 
rates should be based on conditions underlying the traffic. 

Senator Magnuson. Yes; but here all the rest of the country is 
uniform. 

Mr. Sippons. I know that. 

Senator Maenuson. Do you think they should be different in the 
Mountain Pacific ee 

Mr. Sippons. Yes, sir; 1 do not support the Commission’s position. 
It has wrecked the railroads to a great extent. 

Senator Magnuson. All right. 

Senator Smaruers. Our next witness is Mr. K. L. Davenport, of 
Billings, representing the Timberweld Manufacturing. 

Senator Magnuson. Might I ask Mr. Siddons one more question, 
Mr. Chairman ? 

Senator SmatTuers. Yes. 

Senator Magnuson. Your companies are Colorado companies; are 
they not? 

Mr. Sippons. Our office is in Colorado. We are a New York cor- 
poration. 

Senator Magnuson. Did your company oppose the uniform rates for 
the southwestern territory and western territory when they were 
made ? 

Mr. Stppons. Do you mean in the Southwest Class Rate case? 

Senator Magnuson. Yes. 

Mr. Sippons. Back in 1926? 

Senator Magnuson. In Denver or wherever it was, 28300. 

Mr. Sippons. I was a party to ths at case, and with the people that 
represented us in it. We thought the Commission would establish 
class rates based upon the transportation conditions in the various 
freight rate section territories. ‘They did not do that. They took the 
theor y of the consist of the traffic, and I opposed all that, especially 
the uniform class rate system throughout the eastern part of the United 
States. In other words, they said, for example, the same rate per 
mile between Philadelphia and New York, that is first-class rate, 
should be established as from Alliance, Nebr., to Sheridan, Wyo. We 
think they made a big mistake there. 

Senator Macnuson. Well, I mean in these other territories where 
your company operates where the 28300 now exists, did you oppose 
that ? 

Mr. Smpons. Well, I don’t understand what you mean. 

Senator Macnuson. Well, did you come in and say that they 
shouldn’t do it in those areas? 

Mr. Swppons. I don’t believe I quite follow you. 
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Senator Magnuson. Well, did you oppose the establishment of the 
class rates under the 28300 scale in the southern territories in which 
you operate ? 

Mr. Sippons. That is what I was explaining. 

Senator Magnuson. No; you were explaining that you didn’t like 
it, but did you oppose it initially ? 

"Mr. Sipons: W ell, that was initially what I was talking about. 

Senator Magnuson. Well, but did you oppose that ? 

Mr. Smppons. Only in the general hearings. We didn’t know what 
they were going to do. We ‘didn’t recommend uniform class rates. 

Senator Magnuson. That is what I was trying to find out. You 
didn’t recommend them, therefore you opposed them ? 

Mr. Stppons. That’s right. Most of the traffic men didn’t. 

Senator Magnuson. Very well. 

Senator Smaruers. Mr. Davenport, you may proceed with your 
statement. 


STATEMENT OF K. L. DAVENPORT, PRESIDENT AND SALES MAN- 
AGER, TIMBERWELD MANUFACTURING, BILLINGS, MONT. 


Mr. Davenport. Distinguished Senators, counsel, gentlemen, T am 
K. L. Davenport, president and sales manager of Timberweld Manu- 
facturing. My office and home address is at “Billings, Mont. Timber- 
weld Manufacturing operates a plant. at Columbus, Mont., for the 
manufacture of glue-welded laminated beams, trusses, and arches, 
employing 28 persons. In the operation of our business we receive 
carloads of lumber from Washington and Oregon which we trim, 
shape, and assemble with the use of glue into beams, trusses, and 
arches according to specifications of purchaser, and we endeavor and 
do sell our product in all of the States east and south of Montana. 
We are able to carry on this business at Columbus for two reasons. 
We have transit privileges under which we have the benefit of through 
rates on our product from the points at which the lumber originates 
to the final destination, and the level of rates is such as to enable us 
to compete with other similar manufacturers located either in the 
Pacific Northwest or at points closer to our destination sales area. 

We are in the small-business class but are able to do business in 
practically two-thirds of the United States due to the rates and transit 
privileges accorded us. Without these rates and transit privileges 
our sales area would be limited to Montana and northern Wyoming. 
We believe there is a potential for growth of our business under the 
present rate setup. 

We see no need for a general freight rate investigation as it is our 
belief Montana industry 1 is best equipped to handle its rate problems 
with the railroads. We are opposed to any general revision of rates 
as that could very well disturb our present s: itisfactor y situation. We 
are not aware of any need for lower railroad class rates. 

Senator Magnuson. Well, Mr. Davenport, I think you are making 
a very frank statement. It is your considered opinion that if the 
interim class rates were changed it would have some effect. upon the 
commodity rates, isn’t that the whole story ? 

Mr. Davenport. I think it would have some effect on our industry. 

Senator Smatuers. Hypothetically speaking, Mr. Davenport, if 
you were able actually to get an even lower rate than you have now 
you would like it, would you not? 
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Mr. Davenport. Yes; we would. 

Senator Smaruers. Thank you very much. 

For the record we have a statement from Mr. Maynard Johnson, 
the manager of Belgrade Alfalfa Mills, Inc., and also a statement of 
Mr. Robert C. Crocker, secretary of the chamber of commerce at 
Choteau, Mont. These two statements will be made a part of the 
record. 

(The statement of Mr. Maynard Johnson follows :) 


STATEMENT OF MAYNARD JOHNSON, BELGRADE, MONT. 


My name is Maynard Johnson, manager of Belgrade Alfalfa Mills, Inc., Bel- 
grade, Mont., a Montana corporation. 

I have had a number of years experience in alfalfa meal milling and sales. 
Prior to locating at Belgrade in 1954 a survey of mine indicated the quality of 
alfalfa grown in the Gallatin Valley would make an attractive meal. We 
planned to supply the local Montana market but the tonnage for the Montana 
area is insufficient for investment and economical operation of the kind of plant 
we would have to install. 

We made a study of out-State markets. There were potential outlets at 
Minneapolis, Spokane, Portland, Seattle, and other points in the States of Wash- 
ington and Oregon. The rates then in effect by rail from Belgrade were the 
same as applied to other feed products, and although reasonable were too high 
for us to do business at a profit. We asked for and obtained from the railroads 
rates which we thought would make us competitive. We have been selling con- 
tinuously in Washington and Oregon but only occasionally in Minneapolis. 

A few months back we found that the price in Washington and Oregon was 
being depressed to a point where our product was being displaced by local and 
trucked-in alfalfa meals. 

We applied to the railroads for an adjustment of our rates to enable us to 
meet the competitive situation, and our application was recently granted by the 
North Pacific Coast Freight Bureau. 

It is our experience that the railroads are sympathetic and attentive to 
problems which adversely affect the business volume of our industry. We con- 
sider it important that rate regulation allow the railroads freedom to make 
special rates where necessary to move traffic, as we could not do business if the 
railroads were held to a rigid distance scale. 

Our business does not use class rates on our product. We have no need for 
reduced class rates. We are opposed to reductions in rates on high-priced 
manufactures received in Montana and a readjustment to shift more of the bur- 
den of railroad expenses to low-grade products such as ours. We suggest the 
class rates be left as they are. 


(The statement of Mr. R. C. Crocker follows :) 


CHOTEAU CHAMBER OF COMMERCE, 
July 7, 1958. 
SuRFACE TRANSPORTATION COMMITTEE OF THE 
SENATE INTERSTATE AND FOREIGN COMMERCE COMMITTEE, 
Helena, Mont. 

GENTLEMEN: The Choteau Chamber of Commerce represents more than 70 
business establishments located in the city of Choteau, Mont. These firms are 
engaged in the business of selling the normal goods and services necessary to the 
farming, ranching, and tourist industries. 

It is the unanimous feeling of our membership that interstate freight rates 
to and from Montana cities should be computed on the same basis as the rates 
contained in Docket 28300. By far the greatest percentage of merchandise con- 
sumed in our area is transported from eastern points and due to the distance 
a greater portion of the consumer dollar must go for the cost of transportation. 
With the present class rate jump at the eastern Montana line the situation is 
even worse. With the percentage increases that have come along added to an 
already higher rate level the freight costs in many instances are one-third to 
one-half the manufactured cost of the products offered for sale. In our opinion 
the present class rates are discriminatory. The income in our area is princi- 
pally from farming and ranching; therefore the prices received by our consum- 
ing public for their produce is the same as those enjoyed by farmers and ranchers 
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in States to the east of us. That income being more or less fixed places the 
merchant in a position of having to absorb more and more of the transportation 
costs of inbound products from eastern markets. We respectfully request your 
consideration for an early adjustment of class rates to the 28300 level. 
Respectfully yours, 
Rosert C. Crocker, Secretary. 


Senator Smatuers. We have also for the record a statement of 
H. W. Bryan, of Wolf Point, Mont., which will be made a part of the 
record. 

(The statement of Mr. Bryan follows :) 


BrYAN’S FEDERATED STORE, 
Wolf Point, Mont., July 7, 1958. 
SUBSURFACE TRANSPORTATION SUBCOMMITTEE, 
Senate Interstate and Foreign Commerce Committee, 
Senate Chambers, State Capitol Building, Helena, Mont. 


GENTLEMEN: Thank you for your interest and concern for the development of 
Montana. 

My brother and I are small-business owners who have a responsible concern 
for the growth and stabilization of the region known as northeastern Montana. 
I do not feel that nonuniform freight rates between areas can be justified any 
longer on the argument of economics alone. We must think in terms of a 
national marketing concept which acknowledges the Nation’s and our area’s 
needs. 

From a national point of view diversification of industry is no longer desirable 
but facting the world situation a program of population and industrial diver- 
sification would almost seem mandatory. To date such factors as Federal spend- 
ing for defense and factors such as the present freight-rate structure as exists 
in Montana has encouraged, in my opinion, the concentration of population and 
industry. As indicated, I am not taking the position that uniform freight rates 
alone will diversify industry and develop northeastern Montana. I do contend 
that uniform freight rates for Montana are a factor in the Nation’s best interest 
and of extreme importance to us here in northeast Montana as we strive to 
develop a mature and stabilized marketing pattern for this area. 

I feel a realistic study and program of positive action is important in the area 
of uniform freight rates for Montana because we are losing our population 
at an alarming rate on three fronts here in northeast Montana. 

1. The mechanization trend in agriculture means larger economic units and 
fewer people. This trend will continue. 

2. Our youth trained in Montana schools must seek employment in neighbor- 
ing States where industry is available. We cannot afford this long. 

3. Here on the Fort Peck Indian Reservation last year, I understand over 100 
Indian people were relocated to industrial centers. They deserve this oppor- 
tunity ; however, I question the wisdom of taking these people to industry over 
bringing the industry to the reservation. 

Unless these trends can be stopped and the present and future populations 
offered a real economic opportunity, we will have a very decreased population 
in a short time, with its political, social, as well as the economic implications. 

As I have indicated I feel this trend as outlined is harmful to eastern Montana 
and the Nation as well. Your leadership and attention to these matters as they 
are related to equitable freight rates for Montana is earnestly requested. 

I trust the hearings will bear this situation out and that a feasible program 
can be adopted which will be of benefit to all concerned now and in the future. 

Sincerely, 
H. W. Bryan. 

Senator Smarners. I have a group of documents here which I wish 
to have placed in the record, being the following: A telegram from the 
Medicine Lake Commercial Club; an article entitled “The Economic 
Consequences of Improvements in Transportation, With Special Ref- 
erence to Montana,” by Henry K. Shearer; a letter and article by Wil- 
liam S. Peters, associate professor, Montana State University ; a letter 
written by Jack Baker of mines and minerals developing group, 
Hamilton, Mont. 
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(The documents above enumerated follow :) 
MEDICINE LAKE, MONT. 
SURFACE TRANSPORTATION SUBCOMMITTEE, 
Senate Interstate and Foreign Commerce Committee, 
Senate Chambers, State Capitol Building, Helena, Mont.: 


Composed of nearly 80 farmers and businessmen, we protest the granting of 
higher freight rates within the State of Montana on the ground that such rates 
have been increased beyond limits to pay by the people of our area. Inequities 
already existing in intrastate rates make fair competition in produce bought 
here impossible. 

MEDICINE LAKE COMMERCIAL CLUB, 
LEE M. ENockson, Secretary. 


{Article appearing in Montana Business Review, February 1958] 


THE ECONOMIC CONSEQUENCES OF IMPROVEMENTS IN TRANSPORTATION, WITH 
SPECIAL REFERENCE TO MONTANA 


By Henry K. Shearer, director, Bureau of Business and Economic Research, 
Montana State University, Missoula, Mont. 


Improved transportation is of great importance to the State of Montana. To 
this all Montanans who have given the matter any thought will agree. In ex- 
planation they point to the great distances both within the State and to and 
from the Nation’s principal centers of population and industry.’ Although 
many think in terms of the convenience of their personal travel, many others 
are also conscious that these distances exert a marked influence on the State’s 
economy. Since there is an awareness that improved transportation tends to 
lessen the importance of distance, any improvement is greeted with enthusiasm, 
and any impairment with extreme disfavor, even though in some cases the 
economic consquences may not be fully understood. It is to describe briefly 
some of these consequences that this article is undertaken. 

Prior to commencing the analysis, it seems wise to spell out what is meant by 
“improved transportation.” Although it means many things to many people, 
it probably can be explained for our purposes in terms of a few basic concepts: 
lower rates, higher speeds, greater reliability, and greater flexibility.2 Lower 
rates refer to those which in terms of the constant dollar (i. e., adjusted for 
differences in price level) and the ton-mile and passenger-mile have been re- 
duced from earlier levels. Higher speeds refer to lesser elapsed times per unit 
of distance for the transpértation of goods and passengers. Greater reliability 
means closer adherence to schedules, decreasing constant dollar values in loss 
and damage to goods per ton-mile, decreasing passenger injuries and deaths per 
passenger-mile, and decreasing rate fluctuations (in number and amplitude). 
Greater flexibility means the existence of a wider range of modes of transpor- 
tation and services at a given place, with the shipper of goods on the traveler 
having the option of choosing those modes and services best suited to his pur- 
poses; this implies a more extensive geographical distribution of railways, high- 
ways, waterways, pipelines, and airways; and more intensive use, in the form 
of more frequent movements per unit of time over those facilities. All of these 
improvements can be reduced to a common denominator—lower transportation 





1The fact that goods and people must be transported over great distances indicates that 
payments for transportation charges constitute a relatively large percentage of Montana’s 
total payments for goods and services. This is compounded by the fact that most of the 
State’s economic activity occurs in the early stages of production. This is significant 
because in the series of transportation hauls commencing with production at farm, mine, 
or forest through the manufacturing and marketing processes and ending with final con- 
sumption, transportation charges tend to be a larger proportion of tota! costs in the early 
stages than in the later. Further, because of the nature of pricing practices, Montanans 
absorb transportation charges both on many of the goods they export and en many they 
import. On the one hand, the price of such exports as wheat and cattle is determined at 
a central market with the shipper paying transportation charges. On the other hand, for 
many imported manufactured goods, there is an f. o. b. point of origin system of pricing 
with the buyer paying transportation charges. 

2 More effective regulation is not listed separately here since it is believed that lower 
rates, higher speeds, greater reliability and great flexibility are in part its end products. 
It is noted, however, thet to the extent that differences in degree of regulation (and sub- 
sidization) cause a misallocation of the State’s resources, one might say that there is need 
for improvement. 
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costs to the shipper and traveler. It is stressed that the costs that we here 
have in mind cover the complete movement from primary point of origin to final 
destination; not just the movement via a single mode of transportation or car- 
rier, which may be only part of the overall haul or trip.’ 

That Montana, since the days of the keelboat and the oxen-drawn wagon, has 
in toto experienced improved transportation is undeniable. Whether the degree 
of improvement for the State has been greater or less than for the Nation, and 
whether today’s level is quantity and quality as between the State and Nation are 
comparable, is another matter—one not to be resolved here. Our purpose is 
simply to investigate some of the direct effects of improvements or impairments 
in transportation, regardless of degree of change or level attained. 

In pursuing this topic, the effects on the following are analyzed: prices, costs 
of production, location of economic activity, and certain related economic, polit- 
ical, and sociological phenomena. 

PRICES * 


Improved transportation tends to lower, equalize, and stabilize prices, both 
within the State and as between the State and other parts of the Nation. This 
is probably the most readily recognizable effect. The costs of transportation are 
included in the prices of goods, whether paid by seller or buyer, and whether con- 
sisting of raw materials or finished product. Thus, lower transportation costs 
permit lower prices. Also, as transportation costs decrease, the market areas of 
the various producers increase in size; as they overlap, competition tends to 
increase. This, coupled with the lower costs of production described below, 
tends to result in a decrease in pride. Further, both because of the greater de- 
gree of competition and because of the lower costs and shorter elapsed times of 
moving goods from a surplus to deficit areas, prices tend to be equalized by area 
and stabilized through time. Increasing transportation costs, of course, tend to 
have opposite effects. 

It is sometimes contended that increasing freight rates are “pyramided” ; that 
is, the price paid by the consumer of goods is increased by an amount more than 
the rate increase. The logic here is that wholesalers and retailers mark up 
their goods by a percentage over costs rather than by an absolute amount.® Thus, 
if the rate increase were 10 percent, and the markup were 25 percent, the whole- 
saler would add 2.5 percent and the retailer 3.125 percent to the rate increase. 
As the number of middlemen increases, the greater would become the cumulative 
effect of the rate increase. However, it is possible that the nature of the demand 
for the good would be such that all of this increase could not be passed on to the 
consumer. This is a more likely situation where the increase applies to a single 
commodity than where an increase in the rate level, affecting all commodities, 
is involved. In the former case there is a greater possibility of the consumer 
using a substitute good. Further, with the passage of time, competition would 
tend to deflate this additional margin. One would assume that decreasing trans- 
portation costs would cause the pyramidal effect to operate in reverse.® 

The effect of a change in price (which may have been induced by a change in 
freight rates) for a given commodity is not confined to that commodity alone, 
but rather is reflected, in varying degree, in the prices of many commodities. 
This is necessarily so because of the interdependence of the State’s (and Na- 
tion’s) producers. This may be illustrated by an examination by the inter- 
industry flow of goods and services. 

Table 1 shows the flow of goods and services as between certain industries 
selected for their importance in Montana—agriculture and fisheries,’ lumber 
and wood products,’ and nonferrous metals—and the full spectrum of industries, 








* Excluded is any consideration of change in the proportion of transportation and other 
marketing costs to the total costs of producing goods. Although an increase in this pro- 
portion has been characteristic of the American economy, this has been the result of the 
movement of goods over longer distances, but with decreasing total costs of production 
resulting from the economies stemming from the use of more favorable sites and larger 
scale operations. 

*For the implications of prices determined at central markets see footnote 1 and ‘‘Loca- 
tion of economic activity.” 

5 The degree to which this practice is carried on in Montana is not known. 

®It is noted that some authorities believe that retail prices are rather insensitive to 
minor changes in wholesale prices. 

7The data for agriculture are presented in the source grouped with those for fisheries, 
and it is not possible to separate them. Because of the negligible importance of fisheries 
in Montana, the data may be interpreted with only a small margin of error to apply to 
agriculture alone. 

5 Includes logging. 
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classified for convenience into 28 groups. The three selected industries are 
analyzed in terms both of the industries to which they sell and those from 
which they buy. A brief scrutiny of the data discloses that each industry sells 
to a rather wide range of industries, although some industries are of consider- 
ably greater importance than others. A similar observation may be made for 
the buying practices of the subject industries. 

It is evident that the impact of changes in the prices of the goods sold by the 
subject industries is felt-by many industries, although to varying degree; and 
that, similarly, the costs of production for the subject industries are affected by 
changes in the prices of many raw materials. Further, these are not one-time 
effects ; rather, with continued selling and buying, the impact tends to permeate 
throughout the economy, although with diminishing intensity. 


COSTS OF PRODUCTION OF THE INDIVIDUAL FIRM 


As transportation improves the costs of production of the individual firm tend 
to decrease. This is the result of several factors, including the decrease in the 
price of raw materials mentioned above, but of prime importance is the increase 
in the scale of operations in industries where the optimum (least average unit 
cost) size of plant is large. This increase in scale of operations is made possi- 
ble, as transportation costs decrease, by the enlargement of the areas in which 
products are marketed; the areas in which products are marketed; the areas 
from which raw materials, fuel, and power are drawn; and the areas from 
which labor commutes. With the increase in volume of production come certain 
economies; those resulting from specialization of labor being carried to a finer 
degree, fuller use of specialized machinery, fuller utilization of byproducts, 
more effective research and development, purchasing and marketing in larger 
volumes, and financing at lower rates of interest.’ 

Other economies result from the shortening in time of the productive process, 
the existence of smaller inventories and the reduction of the amount of goods 
in transit. As the result, the amount of capital per unit of output necessary 
to conduct a business becomes smaller. 


LOCATION OF ECONOMIC ACTIVITY * 


Transportation costs are often the dominant force in the location of eco- 
nomic activities. This statement is especially applicable to Montana where such 
costs are a large proportion of the total costs of production. Included are many 
industries, and their market centers, in the fields of agriculture, mining, forest 
products, wholesaling-retailing and manufacturing. 

Whether changes in transportation cost are downward or upwrrd, they are 
of considerable importance since they tend to alter the makeup of the economy, 
and in so doing affect the location of economic activity. The period ot au- 
justment may be of short duration or may extend over a period of years. 
Eventually, an economy of different composition and at a different level may 
result. Discussed below are several illustrative cases. 

The relationship between costs of production at the site and price at dis- 
tant markets often shifts as transportation costs decrease or increase. This is 
particularly true where price is determined at a central market (e. g., wheat) 
under circumstances in which no single producer, or region, exerts a strong 
influence to affect the price; thus regional changes in transportation costs 
are not reflected in price. In this situation, with the price (and costs of 
production at the site) remaining constant, a decrease in transportation costs 
may result in an increase in the amount of resources involved in the production 
of a commodity. High cost resources, previously submarginal, are now market- 


® The economies associated with specialization of labor (sometimes called the division of 
labor by task) stem from the fuller utilization of individual abilities, attainment of greater 
skill by the individual, simplification of tasks, and savings in time (in that the operation 
tends to be continuous). These factors are operative at all levels—from management down. 

” Although the emphasis in this article is on the effects of changes in transportation 
costs on economic activity, it must be remembered that in some cases the cause and effect 
relationship is reversed, with changes in economie activity causing changes in tr» usporta- 
tion costs. For example, commodity rates, involving large movements of individun' articles 
or related groups of articles from large centers of production to major consuming points, 
tend to be somewhat sensitive to changes in “‘what the traffic will bear.” Thus, if because 
of changes in competitive factors or for other reasons, it appears that a rate has become too 
high for the traffic to move, then it is likely that the rate will be lowered to the point 
where the traffic will move, providing of course that at least the out-of-pocket costs in- 
volved in handling the traffic are covered. 
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able. Increasing transportation costs in a similar situation have, of course, 
an opposite effect, with the high cost resources becoming submarginal. The 
consequences have locational implications; there are changes in the areal extent 
of land devoted to the production of the commodity involved; in the amount of 
labor and machinery applied per unit of area to the production of the com- 
modity involved; and in the overall pattern of production as resources are 
shifted from or to the production of other commodities. 

The situation described above is especially applicable to Montana. Because 
of the limitations imposed by her semiarid climate and great distances from 
markets, and the fact that prices for some of her more important agricultural 
products are determined at central markets, some producing areas fluctuate 
between being marginal and submarginal as the relationship between costs of 
production and price varies. The same observation may be made for other 
activities, e. g. some mining operations. To the extent that changing trans- 
portation costs contribute to these shifting relationships, their impact is felt 
on the State’s economy. 

Differential changes in transportation costs may have marked effects on the 
location of economic activity. Of especial importance are percentage changes 
in rates, in which the absolute amount of the change varies with the size of 
the base rate. Normally, the longer the haul, the larger the base rate and 
thus the greater the absolute increase or decrease.“ To illustrate how changes 
under these circumstances may affect the most economical location for carry- 
ing on an economic activity, the situations at two hypothetical competing sites 
(producing the same or substitutable commodities) before and after changes in 
transportation costs are analyzed. Suppose site A has the cheaper operation 
but that it is located at a greater distance from the market than site B. At 
a given time it is assumed that costs of producion a site A are $6 per unit of 
weight and transportation costs to the market are $6 per unit of weight; total 
costs are $12. At the same time it is assumed that costs of production at site 
B are $7, transportation costs $4.80; total costs are $11.80. Under this situation 
site B would have the competitive advantage. But assume that transporta- 
tion costs are reduced 3314 percent; transportation costs are now $4 from site 
A and $3.20 from site B. When added to the respective costs of production 
at the sites, the resultant totals are $10 for site A and $10.20 for site B. Under 
this situation, site A would have the competitive advantage. A similar analysis 
could be made for increasing transportation costs. Under this condition it 
would be possible for an industry with higher production costs but closer to 
the market to gain a competitive advantage. 

Many producing points in Montana are considerable distances from their mar- 
kets, and some are low cost producers at the site. Under these circumstances 
it is clear that changes in transportation costs, especially those of the percent- 
age type which as distances vary result in differential absolute changes, may 
have important consequences on Montana’s industries. 

Changes in the nature of the traffic handled and points served by the various 
modes of transportation also have an effect on the location of economic activity. 
Although the economy of the State as a whole may benefit from a widespread 
transportation net consisting of competing modes of transportation, some pro- 
ducers may suffer as the relationships shift. For example, as mode of trans- 
portation A siphons off certain traffic from competing mode B at a given point, 
it may mean that although some producers at that point have gained by reason 
of being able to utilize a service better suited to their needs, the burden of com- 
pensating for mode B’s lost revenues will, in the form of higher rates and poorer 
service, fall on those producers who because of the nature of their product have 
no alternative but to use mode B’s services. Further, it may mean that all 
producers at intermediate and other points served by mode B but not by mode 
A will also suffer as rates increase and frequencies of movement decrease, with 
eventual abandonment of mode B’s service always a possibility.” 





1 While the use of percentage increases in freight rates has been a common practice in 
recent years, in many cases “hold-downs” have limited the maximum increase in absolute 
amount, thus viving the long-distance shipper some relief. 

12 Historically, changes in the importance of modes of transportation, and the rerouting 
of traffic, have affected whole communities in the State. The situation at Fort Benton is 
a case in point. For several decades following 1800 this community, at the head of navi- 
gation on the Missouri River, was a principal transshipping point, and the hub of a net- 
work of pack trails and stage and freight roads. It was one of the best known communities 
in the State. However, with the coming of the railroads, water transportation was reduced 
to a subordinate position and the importance of Fort Benton was virtually lost. 
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Improvements in technology in transportation, although on the whole beneficial 
in that eventually they should be reflected in lower transportation costs, often 
are responsible for the relocation of activities. For example, with the recent 
dieselization of railroads there has been a shift in servicing points, with some 
places gaining in relative importance (e. g., Livingston) and others losing (e. g., 
Missoula and Helena). Other consequences with locational implications include 
the decreased use of coal and the increased use of petroleum products. 


LOCATION OF MANUFACTURING PLANTS 


The field of manufacturing provides an interesting illustration of how trans- 
portation costs determine the location of economic activities. In many cases, 
the general location of manufacturing plants is determined by the relationship 
between accessibility (measured in terms of transportation costs) to raw ma- 
terials and accessibility to markets, with the optimum location where total 
transportation costs are a minimum.” 

This may be rather simply explained by resorting to the use of the ratio 
between the weights of the raw material and the finished product, and the ratio 
between the freight rates per unit of weight for the raw mater‘al and the 
finished product. Where there is considerable reduction in weight in the 
raw material in the manufacturing process without a commensurate in- 
erease in the freight rate per unit of weight for the finished product (i. e., 
weight of raw material rate for raw material 


weight of finished product’ rate for finished product. is greater than unity; or 


otherwise expressed, total freight charges per unit of distance for the raw 
material are greater than the total freight charges per unit of distance for the 
finished product), plants tend to be located near the source of the raw material 
in order to minimize transportation costs. Such industries, including those 
whose raw materials are relatively perishable, or often referred to as being 
“raw material oriented.” Examples in Montana are the smelting of copper, 
zinc, and manganese; the milling of timber; the refining of sugar beets; and 
the manufacture of dairy and other agricultural products. 

On the other hand, where the relationship is such that total freight charges 
per unit of distance for the raw material are less than those for the finished 
product, plants tend to be located near the market. Such industries, referred 
to as heing “market oriented,” often include those in which the finished product 
has greater weight than the raw material or those in which there has been an 
increase in freight rate as the result of changes in the product as follows: 
Greater volume per unit of weight, greater perishability, greater fragility, more 
dangerous to handle (explosive, corrosive, or contaminating), or consists of 
goods moving in smaller lots.* Also included are industries the finished product 
of which is designed to meet customers’ specifications, requiring prompt delivery 
on short notice, and subject to change. A few examples, widely distributed 
throuvhout the State, are bottling works, bakeries, metal and wood fabrication 
plants. ete. 

In the foregoing discussion it was assumed that there was a single raw 
material drawn from a single source, and a single finished product distributed in 
a single market. This situation, of course, would obtain in only a limited 
number of cases. More frequently, the situation is one in which there are 
several row materials drawn from several, perhaps widely dispersed. sources 
and moving in varying volumes; and several finished products distributed in 











13 A'theuch the general location of many manufacturing plants. at both primary and inter- 
medinste etoges, enn be relatively simply explained in terms of the relationshin hetween 
troansrortaticon costs for raw materials and finished produets, it is not noscible to so treat 
all nle~te. For example, some industries are “nower-oriented”: i. e.. such a large propor- 
tion of the total costs of production are attributable to power. that it is necessarr to locate 
planta rear 9 nower source. In Montana. this means that the nrincinal loertionsl factor 
for sue industries is proximity to hydroelectric power: thus the refinine of alymina into 
alyminum at Columbia Falls and the refining of copper. zinc, and manvnanese at Grent Falls. 

In the “nal analysis the exact location of a plant is determined bv the resultant of many 
factors, a'thouch of varying importance. including in addition to those mentioned. the fol- 
lowire: the evailability of lahor of the requisite skill. wage rates. degree of unionization, 
labor ‘ervislation : the availability of capital: construction costs. bnilding ordinances. zoning 
regulations, taxes. water supply: sewage. waste disposal, smoke and fumes restrictions: 
climate, topography, geology: the cultural background of the community, the attitude of 
the community toward the industry, etc. 

4 Tt ie noted that all processed goods tend to have some increase in freight rate since in 
the manrfacturing process value has been added, and the ability of the product to bear a 
higher rate has increased. 
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several, perhaps widely dispersed, markets in varying volumes. Then, too, 
labor, fuel, and power may be drawn from various sources. Thus, a large 
number of transportation charges based on various weights and rates may be 
involved. Under these circumstances, complicated as they may be by “in-transit 
privileges” * and “basing point” pricing systems,” the most economical location 
for a plant is more difficult to determine. And the site selected, based on the 
resultant of these multifarious forces, may not be physically near either sources 
of raw materials, markets, or the other factors, but may occupy an inter- 
mediate position. 

Since a delicate balance is here involved, changes in transportation costs, 
especially those of a differential nature, often have an effect on the most eco- 
nomical location for manufacturing plants, with the impact greatest on those 
plants whose transportation costs are a large proportion of the total costs 
of production. 

The significance of the basing point pricing system in locational economics is 
that the value of geographical proximity to the actual shipping point is negated, 
with proximity to the basing point becoming the important factor. 

Thus, even though a change in transportation costs may be considered an 
improvement by many, in that costs for particular commodities or hauls are 
lowered, the effect on certain manufacturers may be detrimental, since it im- 
pairs the locational balance of their plants, making other locations more eco- 
nomical. In those cases where the fixed investment is low and otherwise there 
is relative ease in exit and entry, the industry may migrate to a more economical 
location. On the other hand, where the fixed investment is high or otherwise 
there is lack of ease in exit and entry, the industry may not be able to migrate 
and may find itself in financial straits as the result of its weakened competitive 
position. 

REGIONAL DIVISION OF LABOR 


Related to the foregoing section on the location of economic activity is a 
discussion of the effects of improved smepererentres on the regional (geograph- 
ical, territorial) division of labor. Here, however, our thinking generally is in 
terms of larger areal units—of regions which may encompass major portions of 
the State, or perhaps substantial portions of the country 

The regional division of labor may be defined as regional specialization in 
earrying on an economic activity because of some advantage, absolute or compar- 
ative, stemming from the nature of the natural and/or human resources. 

By absolute advantage is meant a situation in which the natural and/or hu- 
man resources of a given region are better adapted to producing a given product 
than are the resources of the other regions, and on the other hand, the 
resources of the other regions are better adapted to producing other com- 
modities. Under this situation such region often specializes in the produc- 
tion of the good(s) in which it has the absolute advantage, exchanging its 
surplus(es), to the extent that demand permits, for those in other goods cre- 
ated elsewhere. An example in Montana is the specialization of the production 
of copper, in which the State is richly endowed, and which can be produced 
more cheaply here than in many other parts of the country. The surplus of 
copper is exchanged for the surpluses of other goods more cheaply produced 
elsewhere, e g., certain manufactured goods. 


% An intransit (or transit) privilege refers to the unloading of carload shipments at 
a point intermediate to the final destination for processing, storage, and the like, with 
reshipment at a later date to the final destination. The transportation charge for the 
entire transaction is based on the through rate from point of origin to final destination, 
rather than the combination of local rates from point of origin to intermediate point and 
from intermediate point to final destination. Because of the tapering (lesser rates per unit 
of distance as distance increases) common to freight rates, the use of the through 
rate as the base rather than the combination of the two local rates results in lower 
overall transportation costs. In practice, a charge for the local rate from point of origin 
in intermediate point is paid at the time of the initial shipment: and the through rate 
(adjusted for differences in the nature of the commodity resulting from processing) 
hanes the first charge, plus a nominal transit charge, is paid when the shipment from 
intermediate point to destination is made. Examples in Montana are creosoting and 
otter processing of forest products, milling operations, ete. The significance of the 
intransit privilege in locational economics is that it tends to equalize intermediate points 
with those at origin and destination. In the absence of the intransit privilege, plants 
tend to be located either near the source of the raw material or the market (depending 
on the orientation) in order to take full advantage of tapering rate scales. 

A basing point pricing system is an f. o. b. destination method of pricing, with trans- 
portation charges based on the haul from a basing point, which in many cases is not the 
actual shipping point. In some cases the actual shipping point is a greater distance from 
the destination than the basing point, while in other cases the distance is lesser. But in 
either case the transportation charge is that from the basing point. 
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In addition to the situation described above, there is one in which a region may 
be at an absolute disadvantage to another region(s) in the production of more 
than 1 commodity and still specialize in the production of 1 of them. In this case, 
known as comparative advantage, the first region may specialize in producing 
that commodity in which it is at the least disadvantage, with the other region(s) 
producing the commodity(ies) in which it is at the greatest advantage. The 
surpluses are exchanged to the extent demand permits as under absolute advan- 
tage. An example in Montana is the specialization in the production of certain 
kinds of wheat. Although Montana is not the best place to grow such wheat 
because of climatic deficiencies, it is more economical for other regions with 
optimum climatic conditions to specialize in the production of other crops, e. g., 
corn in the Corn Belt (Iowa, Illinois, Indiana, and Ohio, and adjacent States) 
leaving to Montana and other States with similar physical characteristics the 
specialization in wheat.” 

Some economists believe that the most important contribution of improved 
transportation lies in the fact that it permits a system of production by which 
regions specialize in producing goods under conditions of absolute and compara- 
tive advantage. Without transportation, and thus without exchange, such a 
system is not possible, and each region (and for that matter each producer) must 
operate on a self-sufficient basis, producing all of the goods it needs. With the 
various regions differently endowed in natural and human resources, this means 
that in each region some of the resources are being used to produce goods which 
could more economically be produced in another region. 

But with the introduction of transportation, exchange between the regions 
becomes possible. Now each region can specialize in producing the good(s) for 
which it has an advantage, exchanging its surplus(es) for those in other goods 
created elsewhere. This more economical allocation of natural and human 
resources results in a greater total product per unit of resources (or, in other 
terms, per unit of the factors of production—land, labor, capital, and business 
enterprise). Further, with the larger volumes of production in a given good in 
a given region, larger scale production becomes possible, with the concomitant 
economics earlier described. (See costs of production of the individual firm.) 

The greater the improvement in transportation, as reflected in lower transpor- 
tation costs, the more readily trade may be carried on, and the greater the degree 
to which the regional division of labor can be put into effect. 

It should be realized, however, that there are disadvantages to such a system. 
The region (and the individual producer) is dependent on other regions (and 
other producers) for most of the goods consumed. Thus any interruption to 
trade may be calamitous. Further, since “all of the eggs are in one basket,” a 
decrease in demand, as reflected in price, for the specialzed product leaves the 
region in a vulnerable position, since it may not be possible to shift readily to 
the production of other goods. As the result, the economy may suffer fre- 
quently and severe fluctuations in income and employment. The lumber pro- 
duction illustrates this point. Adverse weather conditions, the ravages of in- 
sects and plant diseases, the exhaustion of mineral and soil resources, etce., 
have a similar effect. Also, if production is of a seasonal nature, or varies to 
a marked degree with the business cycle, there may be extended periods of time 
during which machinery and labor are idle, with no alternative use. In short, 
the advantages of diversification are lost.” 





OTHER EFFECTS OF IMPROVED TRANSPORTATION 


It is not intended that a detailed description of all the effects of improvements 
in transportation be furnished. Worthy of mention, however, are increases in 
real property values in the areas affected by improved transportation; and of 
especial importance to Montana, with her wealth of scenic and other at- 
tractions, a favorable effect on the tourist industry. 


17 Comparative advantage in agricultural production is explainable when it is realized 
that the various crops have different physical requirements, sometime called limits. Some 
crops can be grown under a wide range of physical conditions, while others are limited to a 
rather restricted range. The physical conditions themselves differ really, of course, with 
variance in temperature, precipitation, soil, and topography. Under this combination of 
circumstances, a pattern of development tends to exist in which the crop with the nar- 
rower limits takes the land having the more favorable conditions, while the crop with the 
broader limits is relegated to the land having the less favorable conditions. 

'SIt is noted that the natural and human resources, and distances from markets, of 
some regions are such that a diversified economy would not be possible in any event. 
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Political effects with economic implications are the establishment of a 
greater degree of unity within the State and as between the State and other 
States; and greater ease in the maintenance of law and order. 

Perhaps the ultimate test is the sociological effect. Improvements in trans- 
portation result in a higher standard of living with a greater variety of goods 
at lower prices. Culture and education are promoted and sectionalism is 
reduced. There is a redistribution of population with a trend to urbaniza- 
tion and suburbanization. 

CONCLUSION 


From the preceding discussion it is clear that improvements and impair- 
ments in transportation in the form of changes in rates, speed, reliability, and 
flexibility, as measured by transportation costs, set into motion a series of 
forces, the reverberations of which are felt throughout the economy, in many 
cases with a multiplier effect. To some degree, perhaps not measurable or 
even recognizable, all of the State’s residents feel the consequences. While 
the improvements are desirable since they permit a higher level of economic 
development, it must be remembered that some regions and persons may have 
to make adjustments. 

Because the nature of the various economic political and social phenomena 
discussed is not determined solely by transportation costs, but is the resultant 
of several, perhaps many, factors, an improvement in transportation is not 
necessarily reflected in a more favorable condition, since the improvement may 
have been offset by one or more of the other factors working in the opposite 
direction. An impairment in transportation may similarly be offset. A final 
comment is that since transportation costs are a larger proportion of total costs 
in Montana than in most parts of the country, changes in transportation costs 
have a greater impact on Montana’s economy than is true in those other 
regions. 


(The following table 1 was published in connection with the 
article :) 








ue 
= 
rm 


MONTANA FREIGHT RATES 


«¢ SPTOYSSNOTT,, UIA PEpNPOUT ov sooUBMOT[E TOTdUINSUOD 
[81d 10430 pus UOT}ePeIdop ,,‘dUJAN AdjsNpU],, JapU_ “UOT wULIO] [wyUVo oyBAyId 
SSO13 PUB “JUSUITIOAOS ‘SojtZUNOD UDjV10} YIM Vpvy ‘adUBYD AsOJUVA UT *payNqs.ys}} 
S9]LJSNPU] SNOSUB]]SOSTUL PUB ABIUS ‘S]UVTMISNUIL ‘SUOTIEZ]ULZIO JYOICUVU-[BUO]JBONps 
-[BO]PoUuT ‘[BJUSI ‘VOUVINSUI-vOUBUY ‘BUNOVINUVUL STIOVUL][V STW SOPNOUT ,,10Y1O,, ¢ 




































-19U] JO UOTSTATC 








‘SOOUBMOTIS UOTZMuINSUOD [BI]do J9Yy}O PUB UOT}ePeIdap sopNypoUy » 




















0 001 188 ‘9 0‘00r | 2009 | Deer we Wa ae | bee Es 
oo = Be iz - p — | 0 'O0T Z8¢ ‘9 | 0001 0T 
| | 
L°& ZIg ‘tT 0'St =| 86h ‘T * ST $62 ‘9 b'ST =| 986 i oe cs 4 
8 “&% 61¢ ‘T+ La ¥OS ‘Zs £ "eh Q9T ‘6T + | &° | 61 | tt | | 13 
¢° 0g a al > 661 | 6% | sie | 8'se | z 
a ia asa Pa one at or Se a ee ae ay | 0% 
e 8 0'T 19 8° OLE : a oe | (s) | : 
0's LIE 09 098 ¢"¢ 8B az L | 9° | (s) | 9 
9'T +01 ¥° ¥% i 19 4S | 9 Oe 4 
ee ae ee  o eo , | | 6° | og a (e) i 
(s) | 1 hs g° TAI L'é 88% ee 
o'r +9 +1 :° 69 |} 2°21 at oes 
2 b 9° gg €8 z's cee | 9 : 
Serra | ae ae oe ate a eee ¢'T +6 1° 
L‘0F 66 % (e) z ee ee 669% |S" | (e) IT 
g €¢ or (:) | 9 1g $E 9° 7 
¢° £ a a! ‘ gg z° | I Re 1.2 os 
aes as oe t <a (e) i — {2° | 1 6 
() |  @ * 6 :: Zo1 (s) () | a : 7 
_ 6h 21 bL 01 LSt (¢) I | 1° 
a gg ¥° 9% 6'T gs 0'€ 681 im" L% T1Z ‘T 
a ee ee Soa er . Ts" tI (s) | | % 
(s) (2) L: ¢ (cs) |Z a?) | () |6 
ee eg ee: ee er a - “1 £0 9I | #9 | . | 
¥° 8% o ‘81 +60 ‘I ° S¥I () | @ 23st | 3 Z61 
ees fo ee ee re | +F +“ , () (¢) SI 
otk ol «oe (:) | i: +9 ee eer ae cS |L% 640% | 
i ae See ee ke he oa x 1ST | 82 
® | @ | @ | @ |re | wz eer |e Ove | s10°er 
20 IL ze Z61 oS 998 ‘OI > ee | CF | 9¢8 ‘OI 
| | | 
queso |sivy[opjo| 4u9d | sIeTjopyo} 4ue0 sieqfop jo| yueo | sueqopyo| yuao | savpopyo| 4yuac | szeqqop jo | 
“19g | SUOTTTIIN | -409d | SUOTTTIIN | -20q =| SUOITIIF | -40gd =| SUOTTTIN aged -10q | SUOTTININ } -daq | SUOTITIY 
-* oe a Px ie = | | 
sfeqour sjonpoid poom sap 0ysy sTejou sponpoid poom saToysy 
snolI0jyuON pave Jequin’y pus eimy[nopsy SsnoLlajuoN puv Joquin’y pus anqynosy 














ZuyAng Ajsnpuy 





Sul jas Asysnpuy 





‘solislin}g I0qe’y jo 


yuourd! 





*qud010d [' UY SSv’T ¢ 
*000‘00S$ UBYY SSv’T g 
*ISHT 19q0190 ‘sormoUuoDg AysnpuUy 
nvoing ‘10qv'] Jo JUoUIyIedUG “g§ “GQ *e0mNOg 


ee : -- £BTINO Sso1s [BIO], 
— “=-=======-=andgno ssoid [8}0], 


ae ciiteiaretictas stapeite ta cteer | 
eee ee rae pee a MIR 

. “--"=-9OUBUOJUIBVU PUB TOTJONAJSUOD MON 

7 wee “--sgou[d ZuTyuLp pues Zuyeg 
x ~““S@0TAJaS JTedei pus [Buosied ‘ssoursng 
UOT PVOTUNUIMIOD PUB OpPBA ‘UOTIVIIOdSUBLL, 
“JOMOd JI1}D9T9I PUB SBF ‘[BOD 

-quourdinbe oyt ues puB [vUOTSSeJOug 

bo uopseOUsuBs} JOJO PUB SAPITYIA JOJO PY 
~-"[BOP1]09]9 SULIPN ou ‘AIUTOVy 
syNupolid [eJeW pezyeoLIqey 
1ddns Zuljvey pus Zuyquin[d 
: ~~~ “§$[BJ8UI SNOLIEJUO NY 
’ ; “1903S puv UOIT 
oes ; sionpoid ssv[3 pus ‘Avjo ‘aug 
; ' ~-==-==-sjonpold 104989] pus JeyIvE'T 
~-sjonpoid seqqny 

. “[soo puv UINeo1jed Jo sjonpold 

ee ee ee ee S[BoTUIEYO 

ie ---Zurystjqnd pus Zuyjulidg 
syonpoid pal’ pus Jedtg 

=" — 7 seunjxy pus sn yun 

3 sjonpolid pooM pus Jequin’y 

a ~jorsddy 

: ““sjonpodld j[ Tu 8[14xaL, 

“SdIN JOBINUBU 0DDBQGO,L, 

: a ---sjonpoid peipuly pus pooy 

. - : “soJJ0ysy pus oinglnopia V 


















m0] 





1 £76] ‘saynjig paziuy) ‘saiujsnput pajoajas sof ‘uounursap pun urbiso fo fiujysnpur fig ‘saoiasas puv spoo6 fo moyf hagsnpursajut—] A@TaV 





146 MONTANA FREIGHT RATES 


MONTANA STATE UNIVERSITY, 
Missoula, June 27, 1958. 
Senator MIKE MANSFIELD, 
Senate Office Building, 
Washington, D.C. 

DeaR SENATOR MANSFIELD: I read with interest of the coming Montana freight 
rate hearings of the Senate Surface Transportation Subcommittee in Helena on 
July 8 

I would like to submit the enclosed studies as material relevant to the discus- 
sion. I have not undertaken to analyze freight rates as such with a view as 
to whether they are discriminatory or prejudicial in the technical sense, but 
have rather aimed at developing factual material describing the pattern of ship- 
ment destinations, distances, and costs of transport for products outbound from 
Montana. 

Sincerely yours, 
WILLIAM §. Peters, Associate Professor. 


(The following article appearing in Montana Business Review, 
April 1958, issue, was enclosed with the above letter :) 


MonTANA’s CARLOAD Ratt FreIGHT Brrt—FurTHER ANALYSIS OF INTERSTATE 
COMMERCE COMMISSION WAYBILL STATISTICS FOR MONTANA 


By William S. Peters, associate professor of business administration, Montana 
State University, Missoula 


Under the title “Interstate Rail Shipments and the Cost of Remoteness” the 
August 1957 Montana Business presented an analysis of the Interstate Commerce 
Commission’s waybill sample data pertinent to Montana, Idaho, and Wyoming. 
Particular attention was devoted to the destinations of shipments of natural 
resource products from each of these States and to their comparative rail costs 
in reaching terminal markets for these commodities. The present article is 
devoted to a more thorough study of the cost and distance characteristics of rail 
shipments both originating and terminating in Montana. The results are ex- 
pressed in terms of annual averages based on the 3-year period (1953-55) for 
which the ICC 1 percent sample data have been studied.’ 


VOLUME AND CHARACTER OF TOTAL RAIL FREIGHT 


The total tonnage of carload rail freight originating and/or terminating in 
Montana, is estimated at 10.1 million tons per year (table 1). Of this, outbound 
shipments comprise 5.9 million tons, inbound 1.3 million tons, and local (Mon- 
tana to Montana) shipments 3 million tons. 


1The extent of possible sampling errors in estimating totals for all shipments from the 
sample waybill data depends on the number of carloads represented in the waybill samples 
for the category of movement in question. Sampling errors are expressed in terms of the 
chances of the estimated total varying from the true movement total by more than a given 
percentage. The chances are 1 in 20 that an estimated total, based on the following 
numbers of carloads, varies from the true total by more than the percentages listed: 


Percent Percent 
EE ea ee 28 IN ada cialis 7 
I i ccs aed < eaisiraelactes nannies Re eS 5 
Al eg Ee ee ae eee eee 3% 
I ile tarred pric a intene pe ee ee ae 2% 


The following are the numbers of carloads in the sample waybill data for major categories 
of shipment: 





| Incoming Outgoing Local | Total 

| 
All commodities - i siadtaee a 1, 281 4, 686 | 2, 223 | 8, 190 
Products of agriculture--------------- ‘ 105 1, 473 | 459 | 2, 037 
Annual products___.-----.-_--- : 72 875 116 | 1, 063 
Products of forests ___.._-- se a 50 710 | 662 | 1, 422 
Products of mines_- tts ktked 303 776 | 501 1, 580 
Manufactures and miscellaneous.........--..---- 751 852 485 2, 088 


The approximate errors above refer to totals only. Ratios such as average length of 
haul, and the total in one movement category expressed as a percentage of all movements 
are subject to different sampling errors. However, the errors involved in such ratios are 
more likely to be smaller rather than larger than the errors given above. 
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Agricultural products constitute the largest segment of outgoing tonnage, 
wheat shipments alone aggregating some 2.2 million tons, over one-third of the 
total. Three product categories (wheat; cattle, and calves ; and lumber, shingles, 
and lath) account for 2.9 million tons—just about one-half of the total. Out- 
going tonnage of cattle and calves is estimated at 260,000 tons and lumber, 
shingles, and lath at 460,000 tons annually. 

The estimates place the total freight bill for shipments originating in Mon- 
tana at $87.1 million, of which $78.3 million represents out-of-State shipments 
and $8.8 million local shipments; $44.6 million of the $78.3 million outgoing 
freight revenue is accounted for by the 3 product classes mentioned previously. 
Total revenue from outgoing wheat shipments approximates $29.4 million, 
lumber, shingles, and lath $9.5 million, and cattle and calves, $5.7 million. 

Also presented for the various kinds of shipments are the average lengths 
of haul. Products of agriculture and mines have the shorter average hauls 
among outgoing shipments, while animal products and products of forests travel 
somewhat longer average distances. The regional distributions of outgoing 
rail shipments were discussed at some length in the earlier article of this 
Series. 

CHARACTERISTICS OF INCOMING RAIL FREIGHT 


About half of the incoming tonnage consists of products of manufacturers, 
and the bulk of the remainder is products of mines. No single product category 
appears to dominate the list of incoming manufactured goods. A considerable 
list must be assembled to account for only 62 percent of the tonnage of incoming 
manufactured products in the way of bill samples. For the 3 years studied, these 
product classes and their proportions of total sample tonnage are: 


Percent 

Food prowucts, not otherwise cinssined. = oo oe ns Cee dees 9.0 
Iron and steel pipe fittings__._._._._._.____-_ apne peat esata tonal meee 8. 4 
Wemrreccurec IFO Oftr Steer ne ee ee 7.2 
RTI aches sass a in tig Sires aca eg de cc ee 6.1 
RCRRRORN Ine. UN, TOCIIIG on ee a ee 5.1 
PREETI SE i oe oe ena ale ieee ee 3.6 
EIN cee Rr medal sae ch cae oaacep cae aie hae ta eee ee 3.3 
Tr I ae eset agate ig eee eae 3.0 
PEUGSaCCOreny MOG MOCGNMNOOUN. ooo oo 52 cam ose s saben 2.9 
BETO. INS a ce a US cae cei age eee ie ee res | 
RUTOIOEIen, DAMOUR? .. ooo ik kee coed teed ae ene 25 
MRR TON cian me bee alegelae Oe ee ee 2.8 
Fuel, road oil.......... ccs kes c2tcstesen dd gb pion am eigen ese 2.1 
UC EROE SR on aoa int pe tee aa eee 1.0 
PCG TIO 8 ee ee aaa na 
Total above product classes___________- jlatiod Lenaxinlitbbugsah nse eee eee te 61.8 


The waybill sample carload tonnage for incoming shipments of products of 
mines is distributed by product classes as follows: 


Percent 
RRND COE a i a ne ase ad ce en ates aaah ieee’ eS 
Nid cara tal cee Set ste mee eae abate titin aap bie ri oe ee 21.0 
ORIN POC Niue ccs sa its ds nics eee ee ed a ee 15.3 
CT ics ech ben acelin aleenaansbcgite casa eotooapane ecb siesta aed mda Wats dea ee 11.6 
i ini isco weds ess chews atines Ra ae ee ee eee 10. 6 
I acta eee ws ee ee ng ee Re ee ee 5. 4 
Gener DPOGuets Of Mnge.. a Se eee 11.0 


POU etd icin ae naan tina see 100. 0 
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The distributions of incoming tonnage by region of origin for the two most im- 
portant segments of incoming tonnage are as follows: 


| 





Percent of Tonnaze 
Region total menu- | products of 

factures and mines 

|miscellaneous 

cn, en cgehenens bawcasia a 21 68 
I se oae: ote eer I ot ckasdccherensacecc] 22 15 
West north central. __......... Rae 2 ites bine <b Litie ce ceases keel 16 3 
at De tanh ici eliahenn thgudadeanwah ulin anaes 26 9 
Ce nds oenctddinabnresninie- comes! 9 6 
Mid-Atlantic._............ Sota ak Sean oc tewmawe otis Be Behe sees cel 1 | 1 
IRN th, Stak OME th sn tt a a ku dkdsbmddantdhe bpcbhibbiueddseonade<e 5 0 
I a A aia cach eek tenbighsnnmah vga ean day caeeiise dip Mi sil 100 100 


The distances traveled by incoming manufactured products are noteworthy, 
raising the question of developing closer sources of supply for these same prod- 
ucts. A substantial proportion of incoming manufactured products comes from 
the industrial East Central States at distances of 1,300 to 1,500 miles and over. 
This 26 percent of incoming tonnage accounts for some 37 percent of incoming 
freight revenue on manufactured products. As pointed out previously the 
manufactured products class contains a wide variety of products, so that part 
of this contrast between tonnage and revenue undoubtedly arises from a differ- 
ence between the product mix of less distant versus more distant shipments. 
But some portion of this differential probably could be traced to the distance 
factor, and it would be interesting to learn whether closer alternative sources 
of supply exist. Lessening the burden of transportation costs on Montana's 
economy is not wholly a question of reducing transportation rates, but is also a 
matter of searching out closer sources of supply. One should remember, too, 
that the crucial problem could be neither transportation rates nor supplier's 
locations, but one of competition (or the lack of it) among suppliers. If there 
are no substantial differences among suppliers in the specifications of the product, 
the nature of services offered, or other terms of trade, local buyers will reap 
scant benefit from the existence of a nearby supplier whose pricing policy is one 
of meeting the effective delivered prices of more distant supplies rather than 
one of initiating price competition. 

The list of major incoming manufactured products is also intriguing in connec- 
tion with the possibility of developing more manufacturing or processing in 
Montana for local markets. The feasibility of market oriented manufacturing 
or processing in any specific case turns on a variety of technological and eco- 
nomic elements, but the list can serve as a starting point. 


DISTANCE CHARACTERISTICS OF OUTGOING SHIPMENTS 


Average distances traveled by major classes of shipments leaving Montana 
were presented in table 1. However, no detail is available there on the distribu- 
tion of Montana’s outgoing shipments by distance intervals. This can be accom- 
plished by arraying the States of destination in order of average distance for 
tonnage terminating in those States, and subsequently cumulating the tonnage 
shipped through the list of States so arrayed. This was done for each of the 
major commodity groups for each of the years 19538, 1954, and 1955. To obtain 
an average picture, the three tonnage-distance cumulations for each product 
group were generalized into a single distribution which could then be used to 
estimate the distance exceeded by any desired proportion of total tonnage. The 
distances in table 2 were derived in this way. 

These figures supplement those already presented on overall average distances 
by providing an indication of the range of more typical distances of shipment. 
It is seen, for instance, that 50 percent of all agricultural products tonnage moves 
to States having destinations at average distances of 700 to 850 miles from points 
of origin in Montana, while the distances of shipments of animal products are 
much more varied. A range of distance of 750 to 1,325 miles is required to 
encompass the middle 50 percent (by distance) of animal products tonnage. 
Forest products are another group in which there is a wide spread in distances 
commonly shipped. Typical shipment distances for outgoing products of mines 
are restricted to a relatively narrow range. 
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A second method, which leads to a fixed assortment of States in each dis- 
tance class, was employed to obtain comparative distributions of outgoing ton- 
nage in the several commodity classes. This consisted of arranging the States in 
distance classes determined by the average length of outgoing haul for all 
products combined. The resulting distribution of tonnage by commodity and dis- 
tance classes is shown in table 3. 

The largest segment of tonnage in each commodity class except animal prod- 
ucts terminates in the States in class III (600-899 miles). This class includes 
the States of Washington, South Dakota, Nevada, Minnesota, and Oregon. 
Over half of the tonnage for all commodities combined terminates in these 
States, and over half of this latter tonnage is agricutlural products, chiefly 
wheat. Wheat movements to 3 States (Minnesota, Washington, and Oregon) 
account for just under 25 percent of Montana’s aggregate outgoing tonnage. 
Other substantial movements to States in this distance class are products of 
mines and manufactured products to Minnesota, products of mines to Wash- 
ington, forest products to Minnesota, and manufactures to Washington. 
Class IV (900 to 1,299 miles) includes Wisconsin, Colorado, Nebraska, 
Iowa, Arkansas, and Kansas. The principal segments of tonnage here are 
wheat, forest products, products of mines, and manufactures to Wisconsin. 
Class V (1,300 to 1,699 miles) includes California, certain South Central and 
Southwestern States and most of the East North Central States. The largest 
segment of tonnage here is the movement of manufactured products to Illinois. 
Wheat and cattle and calves moving to California are the remaining large 
shipments in this distance class. Principal movements to States in class I 
(under 300-mile average haul) are forest products to Idaho and products of 
mines to Wyoming. In class II (300 to 599 miles) are found North Dakota 
terminations of manufactured products and of agricultural products—chiefly 
wheat. 


DISTANCE AND COST OF OUTGOING RAIL SHIPMENTS FOR THREE LEADING EXPORTS * 


Chart 1 portrays the average distance pattern of outgoing shipments of (1) 
wheat, (2) cattle and calves, and (3) lumber, shingles, and lath. The con- 
trasts are quite marked. Over 40 percent of cattle and calve shipments exceed 
1,000 miles. Only 6 percent of wheat tonnage exceeds this length of haul, 
while 94 percent of lumber, shingles, and lath tonnage travel over 1,000 miles. 
Wheat tonnage is highly concentrated by distance, some 86 percent falling be- 
tween 600 and 900 miles, 900 to 1,200 miles, and 1,200 to 1,500 miles. Only a 
very small proportion of lumber, shingles, and lath is shipped less than 1,150 
miles. Some 40 percent of all tonnage in this commodity terminates in Minne- 
sota at an average distance of 1,190 miles. Beyond this distance, Illinois and 
other East North Central States account for the bulk of terminations up to 
1,800 miles. The remaining more distant terminations are scattered through 
the South and eastern seaboard. In all, 34 States contributed to the ship- 
ment destinations for lumber, shingles, and lath in the waybill samples for the 
3 years covered. 

Table 4 presents the regional distributions of terminating tonnage in each of 
these products, together with the average length of haul and freight revenue 
per ton for shipments into each region. The figures for wheat and cattle and 
calves are particularly interesting in view of the substantial and probably in- 
creasing proportions of this tonnage moving into West Coast States.‘ Wheat 
shipments have apparently been moving to Far West destinations, averaging 
about the same distance as west-north central shipments, at an added cost of 
about $1 per ton. The east-west differential appears even greater in the case 
of cattle and calves. 

Virtually all the tonnage in lumber, shingles, and lath moves eastward, and 
what little moves to Far Western States appears to move at costs comparable 


2Each commodity group and State of destination combination mentioned here and in the 
discussion following accounts for at least 2,000 tons in the 3 sample years. This corre- 
—— to an estimated annual average movement of at least 67,000 tons. They are men- 
tioned in all instances in order of importance according to the sample tonnage. 

*The cost analysis presented in this section is designed to bring out the pattern of 
changing transport cost with distance in each major commodity class. No attempt is 
made to question or to justify the costs found in any instance. The differentials or 
“breaks” observed in the cost distance patterns are simply observed as significant aspects 
of the historical transport cost situation faced by Montana vs as a group. 

*Interstate Rail Shipments and the Cost of Remoteness, by William S. Peters, Montana 
Business, August 1957. 
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to those to west-north central destinations. Somewhat higher costs seem re- 
quired to reach the East-North Central States. The very considerable lengths 
of haul in this product class raise the question of whether there are eco 
nomically feasible ways in Montana for further processing or treatment of this 
resource product. Such further processing usually raises the value of the proa- 
uct in relation to its weight and bulk.® Especially if intransit privileges were 
available,® the modified product might then be more capable of absorbing out- 
going transportation costs than the original product. 

To lend a broader perspective to these comparative transportation costs, the 
average freight revenues per ton in distance intervals covering the major vol- 
umes of Montana’s shipments in each of these three leading export commodities 
are compared with the national average freight revenues per ton in 19547 for 
the same lengths of haul (chart 2). 

Notice in cattle and calves that the sharp rise in Montana’s revenue per ton 
in the distance interval (approximately 1,350 miles) including California des- 
tinations brings Montana’s costs up to a par with the national average for ship- 
ments of comparable distance. Our shipments east are largely at costs below 
the Nation’s average for similar lengths of haul. 

In wheat, the picture is also somewhat varied. The nearer distances for 
Montana reflect largely our shipments to the State of Washington. At the 
intermediate distances covering our large shipments to Minnesota and Wis- 
consin, Montana’s costs move closer to the national average line. The rise there- 
after reflects our experience on a relatively small volume of shipments to South- 
Central States, Illinois and California. 

In lumber, shingles, and lath, average costs in the distance range 1,000--1,4000 
miles (which includes about half of our tonnage) are slightly below the na- 
tional average line. At shorter and longer distances our costs rise abeve the 
Nation’s average for comparable distances. 

Particularly important States of destination which contribute to the compara- 
tive cost situations just described are as follows: 


Carloads in | Average haul} Freight rev- 

1953-55 way- | from Mon- | enue per ton 

bill samples | tana (miles) (dollars) 
(number) 


Wheat: 
Washington 217 695 13. 23 
Minnesota - 447 R()2 12. 71 
Oregon 122 828 lo. 33 
Wisconsin 234 852 13. 05 
Cattle and calves: 
Washington___- 63 59 17. 57 
Minnesota-- 68 SOS 18. 99 
Nebraska 58 RO6 19, 02 
Iowa ._- ; 121 989 20. 40 
Illinois _. 99 1,311 25. 10 
California __. 179 1. 357 28, 35 
Lumber, shingles, and lath: 
Minnesota. 180 1, 190 17. 30 
Misscuri.. 29 1, 518 21.02 
Illinois _- 39 1, 554 23.19 
Ohio -. ‘ 25 1, 892 | 25. 35 


A common pattern emerges in these three commodities, concerning the cost- 
distance character of outgoing Montana shipments. In all three instances 
the progression of increasing transport costs with increasing distance is eased 
at the distance range covering the bulk of Montana’s traditional markets. The 
level of costs in relation to the national average progression which this break 
in Montana’s cost gradient yields is, however, different in each commodity. 


5 Plywood and millwork represent developments to date in Montana which might weii 
qualify as examples here. See The Lumber and Wood Products Industry in the State 
Economy, by Maxine Johnson, Montana Business Review, November 1957. 

® The intransit privilege refers to a form of rate arrangement under which a shipment 
undergoing processing or storage at an intermediate point is accorded a rate based on the 
through rate from point of origin of the raw material to point of destination of the proc- 
essed product. See Henry K. Shearer, The Economic Consequences of Improvements in 
Transportation With Special Reference to Montana, Montana Business Review, February 
1958. 

7 Interstate Commerce Commission, Bureau of Transport Economics and Statistics, State- 
ment MB-6 (1954), Mileage Block Progressions, March 1956. 
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That the cost comparison is less favorable at lesser and greater distances than 
those for Montana’s traditional hauls would seem to be a factor tending to inhibit 
the shifting of commodity flows in response to changes in the geographical dis- 
tribution of demand. Population and industrial growth on the west coast surely 
make these markets more attractive to Montana producers, and the previous 
article in this series pointed out the increasing proportion of our outgoing ship- 
ments in wheat and cattle and calves which terminate in these States. This 
change in Montana’s orientation appears to have occurred in spite of an un- 
favorable cost differential between westward movements of animal and agri- 
cultural products from Montana and the more traditional eastward flows. 


(The following tables and charts appear as a part of the above 
article :) 


TABLE 2.—Approxvimate distances exceeded by 75, 50, and 25 percent of total 
tonnages of carload rail shipments from Montana, 1953-55 


Distance (miles) exceeded by— 
Commodity class 


75 percent 50 percent 25 percent 
All commodities ; is . ‘ 625 850 | 975 
Products of agriculture - - - 700 775 | 850 
Animal products... 750 975 | 1, 325 
Products of forests. - 750 1, 200 | 1, 400 
Products of mines_-_--. 525 700 | 800 


Manufactures and miscellaneous.. : 575 950 | 1, 250 
| | 
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TABLE 3.—Estimated annual average tonnages of carload rail shipments from 
Montana, by States, grouped according to average length of haul for all 
commodities, 1953-55 

(Thousands of tons} 


Distance class (miles)! 














REED SE ACE of.) Be - Vf VE 
All commodities _ _ _- nee . 5, 88% | = 395 | 3,083 | 1,032 | 729 280 
Products of agriculture - : | 2,546 143 | 1,682] 497 | 186 | 17 
Animal products_ - ee = ot 316 16 | 74 | 84 116 | 13 
Products of forests - -_---- ; 804 | 140 18 | 244/ 205) 124 | 73 
Products of mines. Somes | 1, 124 123 71 672 | 105 79 | 74 
Manufactures and miscellaneous. ....-_-- 1, 092 | 66 | 147 411 | 141 224 103 
| } | | | 


1 The States are as follows: 

I—Under 300 miles: Wyoming, Idaho. 

II—300 to 599 miles: North Dakota, Utah. 

III[—600 to 899 miles: Washington, South Dakota, Nevada, Minnesota, Oregon. 

IV—900 to 1,269 miles: Wisconsin, Clorado, “ebraska, Iowa, Arkansas, Kansas. 

V—1,300 to 1,699 miles: Missouri, California, Illinois, Oklahoma, Arizona, Indiana, Michigan, Texas, 
New Mexico. 

VI—1,700 and over: Tennessee, Mississippi, Ohio, Kentucky, West Virginia, Alabama, Pennsyl- 
vania, New York, Maryland, Massachusetts, New Jersey, Virginia, Connecticut, Louisiana, Rhode 
Island, North Carolina, South Carolina, Florida. 


TABLE 4.—Percent of total tonnage, average length of haul, and freight revenue 
per ton, by region of destination, for 3 leading export commodities, 1953-55 





| Wheat Cattle and calves Lumber, shingles, lath 

Region of destination | | Percent Aver- | Reve- | Percent) Aver- | Reve- | Percent! Aver- | Reve- 

| of total age | nue _ | of total age nue _ of total age nue 

ton- haul | per | ton- | haul per ton- haul per 

nage | (miles)| ton nage | (miles) ton | nage | (miles) ton 
Other Mountain__ | as 515 | $15.74 a] 8.5| 589 | $15.03}  4.2| 1,080| $17.53 
Far West -. -| 2.7} 95 | 13.94 36.9 1,118 25. 03 | 1.4 1, 509 18. 32 
West North Central --__- 45.3 | 91 | 12. 93 37.5 899 19. 54 60.1 | 1,228 | 18. 32 
East North Central_- ‘ 20.4 | 8A4 | 13.20 16.4 1,316 | 25.82 21.8 1, 669 24.12 
South aa | Li] 1,398 | 22.63 1.4] 1,304] 26.19| 13.0] 1,850] 27.06 
Mid-Atlantic. __--.--..--._-| | 14.1] 2,620]. 27.06 
Northeast -_-. -| ~| 1.3 | 1,844 | 44.16 | 15.4] 2,243) 26.18 
Total. ee ; 100.0 | 807 | 13. 47 100. 0 | 1, 027 22. 31 | 100. 0 | 1,446 | 20.47 


1 Less than 50 carloads in 1953-55 waybill samples. 


(The remainder of the charts are on file with the committee. ) 





MINES & MINERALS DEVELOPING GROUP, 
Hamilton, Mont., June 28, 1958. 
Hon. Senator MIKE MANSFIELD. 


Dear Sir: In reply to your request for comments by your constituents con- 
cerning the present freight rate conditions in the State of Montana, please permit 
me to make this statement as we see it from our point of view. The group that 
I am speaking for, and a member of, find, due to low price ore and high price 
freight rates, a situation that is becoming more difficult to cope with continually. 

And not only are these conditions a hindrance to us as individuals. We feel 
that they are a threat to progress and our national economy. 

Everyone should be happy to know that you have their welfare in mind, and 
be responsive enough to meet the challenge with their support. 

We are grateful to you for the privilege to stress our point of view. 

Thanking you very kindly, I remain, 

Sincerely, 
JACK BAKER. 





MONTANA FREIGHT RATES 155 


Mr. Macnuson. Mr. Chairman, I want to say this before we close. 
I hope there is no misconception that this committee and subcommittee 
are out here proposing a general freight rate investigation of every- 
thing. We haven’t the staff to do that, nor do we have the time. We 
are here only to find out what the people are thinking in Montana, 
and we also have a direct responsibility, if we find a discrimination in 
freight rates, to say so, and to say so in no uncertain terms if that is 
what we think. 

I don’t believe any of us have come here to disturb the usual prac- 
tices of dealers in products, or to make rates. That is done by the 
Interstate Commerce Commission. The Interstate Commerce Com- 
mission is an arm of Congress. It acts for Congress and for no one 

else. We do have the duty and responsibility to suggest certain 
matters of policy, and if we feel that some of their decisions point to- 
ward discrimination we have the responsibility to say so to them. 

We are not here to change any satisfactory situation that improves 
the economy of Montana, or of the United States, but if there are some 
discriminations, that is our responsibility, and we have said so many 
times in the past when we have found them and we are going to say so 
again if we think so. 

Surely this committee, coming from weeks and weeks and weeks 
of hearings involving thousands of pages of testimony, and sponsor- 
ing a major bill which has passed the Senate and passed the House 
and will be ready for conference in about 10 days, surely we would 
be the last to come here a week later trying to do something else. We 
are simply here to look at inequalities w here we see them and try to 
correct them. 

Senator ScnorrreL. Having gone through this series of hearings as 
we have, and as the chairman has indicated, we hope the different 
views will be harmonized and worked out so that they will prove to 
be most helpful in the very important transportation difficulties that 
have developed in the last year and a half. 

I am glad that I have had an opportunity to come out to Montana 
asa member of this committee, and I am sure you all realize that there 
are different areas in the country, there are differences in transporta- 
tion costs, there are differences in manufacturing costs, and there are 
differences in the development of the country in various parts of the 
United States. We would like to see everything worked out so that 
it would inure to the benefit of all. 

The Interstate Commerce Commission has wrestled with this ques- 
tion of discrimination for years and years, it is a troublesome matter, 
and it is understandable that there is a difference of opinion, so I hope 
that all of you folks here today will understand that there is no magic 
wand that can be waved whereby these inequalities can be adjusted ‘by 
law or by resolution passed by the Congress, or by any other means. 
As a matter of fact, in justice to your great State, your growing 
State—and it has had a tremendous grow th—I hope that growth con- 
tinues and I hope you will add to the ‘industrialization of your State. 

Some of the difficulties with which we are faced have developed with 
reference to the competitive situation with other parts of the country, 
~ so it is helpful to us to come here and listen to this testimony. 

This gives us a better picture of your problems, and perhaps will prove 
to be of assistance to one of the arms of C ongress, namely, the Inter- 
state Commerce Commission. It is a question that is ‘not easy of 
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solution, because if a readjustment is made here it throws out of bal- 
ance some other section of the country, and I can only say that I have 
sympathy for the Interstate Commerce Commission when they come 
up many times with a decision. 

So please do not consider that when we leave here we are going to 
immediately solve all of your problems. As we confer one with an- 
other after Leving Sleeah to you we may make some recommendations, 
but we are not going to be able to satisfy all of you. 

Senator Smatuers. All right, gentlemen, I want to thank you all 
for being here. I believe we are ready to close this hearing, but first 
let me say this. I want to compliment the witnesses who have ap- 
peared here. I think you have made clear, concise statements of your 
viewpoints, although there is considerable conflict in those viewpoints. 

I completely agree with what Senator Magnuson has said with 
respect to our duty as to policy matters, and also in connection with 
these matters where we are trying to eliminate discriminations where- 
ever they appear to us to exist. 

This is a great State, and it probably has as great a future as any 
State in the Nation. Transportation is already making it a great 
State, but Montana will not realize that great future unless it is able 
to promote the welfare of the small man and the small company and 
the consumer, and that is where our job comes in. 

As Senator Magnuson and Senator Schoeppel have well said, we 
are aware of the problem of the railroads, and our particular problem 
here is to see if we can reconcile the problem of the railroads with the 
problems of the people of Montana. What we will do, of course, we 
don’t know at this moment, but I do feel confident that what we finally 
do will result in good to all the people of Montana, and a betterment 
of the transportation system in this great area. I am hopeful all of 
you will make a lot of money so that you can then come to my great 
State of Florida in the wintertime and spend some of it. 

The meeting stands adjourned. 

(Whereupon, at 6 p. m., July 8, 1958, the hearing at Helena, Mont., 
was closed, and the committee adjourned.) 
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